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IMPLEMENTATION OF PUBLIC LAW 100-497, 
THE INDIAN GAMING REGULATORY ACT OF 
1988, AND RELATED LAW ENFORCEMENT IS- 
SUES 


TUESDAY, OCTOBER 5, 1993 

House of Representatives, 
Subcommittee on Native American Affairs, 

Committee on Natural Resources, 

Washington, DC. 

The subcommittee met, pursuant to call, at 9:35 a.m., in room 
1324, Longworth House Office Building, Hon. Bill Richardson 
(chairman of the subcommittee), presiding. 

STATEMENT OF HON. BILL RICHARDSON 

Mr. Richardson. The committee will come to order. 

Today we are taking testimony on the implementation of the In- 
dian Gaming Regulatory Act of 1988. This is the fifth in a series 
of oversight neanngs the subcommittee has conducted on this sub- 
ject. 

I have asked that several charts be prepared for the committee 
by the Congressional Research Service which indicate where Indian 
gaming stands in relation to other types of legalized gaming na- 
tionally. 

[The charts follow:] 
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Mr. Richardson. Chart one, illustrated as a pie, indicates the 
percentage of “handle.” “Handle” means the total of all wagers 
made. This is the money which is bet and rebet or churned. Each 
bet, whether the house wins or loses, is added to the “handle.” Note 
that Indian gaming, in blue, is only 4.6 percent of the “handle” in 
the country while Nevada and Atlantic City-type casinos were at 
76 percent in 1992. 

Chart 2 shows the amount of “handle” in dollars. In 1992, non- 
Indian casinos went over $250 billion in “handle” while Indian 
gaming establishments were around $6 billion. 

Charts 3 and 4 show the concept of “win.” The “win” in gambling 
means the revenues which go to the gaming facility after the cus- 
tomer winnings are paid out. This is the equivalent to a non-gam- 
ing business’s gross revenues. 

Chart 3 shows that lotteries and casinos combined made in ex- 
cess of $20 billion in the “win” category .while Indian gaming estab- 
lishments won slightly over $1 billion in 1992. Again, as chart 4 
shows, the Indian percentage of the “win” is only around 5 percent. 

Indian gaming is governmental gaming. All of the revenues go 
back into the reservations. Many other types of gaming on these 
charts are for profit. 

We have almost 100,000 Indians homeless or underhoused. Na- 
tive Americans have the shortest lifespan and the highest rates of 
suicide, tuberculosis, and diabetes. We have an unusual interest in 
this hearing, and in the efforts of speeding up the proceedings, I 
am going to insert into the record my statement and background 
information and urge that our opening statements be relatively of 
short duration. 

[The prepared statement of Mr. Richardson and additional infor- 
mation follow:] 
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OPENING STATEMENT OF CHAIRMAN RICHARDSON 

October 5, 1993 


The Committee will come to order. 

Today we are taking testimony on the implementation of the Indian Gaming 
Regulatoiy Act of 1988. This is the 3th in the series of oversight hearings the Subcommittee 
has conducted on this subject 

I have asked that several charts have been prepared for the Committee by the 
Congressional Research Service which indicate where Indian Gaming stands in relation to 
other types of legalized gaming nationally. 

Chart One, illustrated as a pie, indicates the percentage of "handle". "Handle* means 
the total of all wagan made. This is the mooey which is bet and rebet or "churned". Each 
bet, whether the bouse wins or loses, is added to the "handle". Note that Indian gaming, in 
blue, is only 4.6% of the handle in the country while Nevada and Atlantic City type casinos 
were at 76% in 1992. Chart Two shows the amount of "handle" in dollars. In 1992 non- 
Indian eaffaww went over $230 bflUoo in handle while Indian gaming estabtishments were 
around $6 bflhoo. 

Charts three and four show the concept of "win". The "win" In gambling means the 
revenues which go to the gaining facility after the customer winnings are paid out. This is 
the equivalent to a noo-gaming businesses "gross revenues". Chart Three shows that lotteries 
and casinos combined made in excess of $20 bflttoo fat the "win* category while Indian 
gaming establishments "won" less slightly over $1 bflhoo in 1992. Again, as Chart Four 
shows, the Indian percentage erf the win is only around 3%. 

Indian gaming it go vernm ental gaming- AO of the revenues go back into the 
reservations. Many of the other types of gaming on these charts are for profit 

Indian gpmmg it • desperate remedy for a desperate situation. Almost 100,000 
Indians are homeless or underhoused. Indians have the shortest life span and the highest 
rates of suicide, tuberculosis and diabetes. Over half of the people on reservations are 
unemployed* 

On mnp naervations^ Indian gaming has been a way out of the worst poverty in our 
nation. The gaming revenues an mandated to go back into governmental programs to 
benefit the Indian peopls. On the Mitte Lacs Reservation fat Minnesota last week, a new 
school was opened The school was bulk with gaining dollars and not one penny of federal 
gov e r n m en t assistance. TUs is what the Act was meant to da Indian tribes am 
experiencing a new hope for the future, and a new hope which they have not fob in decades 
or even centuries. 


\ 
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Many voices speak out vehemently against Indian gaming, but as a tribal leader told 
me recently, "no one ever objected to the Indians being poor”. 

Today we will discuss law enforcement issues in Indian gaming. There has been a 
hysteria surrounding Indian gaming from the beginning. There have been allegations of 
organized crime and money laundering rampant on reservations. \Today, we will hear from 
the law enforcement agencies charged with regulating Indian gaming and enforcing federal 
laws on the reservations. We will also hear from tribal witnesses and private parties to get 
their perspectives on law enforcement issues in Indian gaming. 

This Subcommittee is committed to seeking the truth on these matters. These 
allegations are quite significant and the Committee takes its oversight responsibilities very 
seriously. If there is criminal activity in these gaming ope ra tions, we need to know about 
it and actively work to put a stop to h. If the level of criminal activity is not as serious as 
some allege, we must work to ensure that this industry is well regulated and the criminal 
elements are kept in check. But we must begin by asking the questions • which is our 
purpose today. 
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SUMMARY OF THE INDIAN Q AMINO REGULATORY ACT 


On October 17, 1988, the' President signed into lav the Indian 
Gaming Regulatory Act, Public Lav 100-497, 25 U.S.C. 2701 seq . 
The Act provides a system for the regulation of gaming on Indian 
lands by dividing gaming into three classes, establishing the 
National Indian Gaming Commission to regulate Class II gaming and 
authorizing compacts between tribes and states for the regulation 
of Class III gaming* 


Cl ass I.. C aning 

Class I gaming includes social or traditional gaming vhich is 
played in connection with tribal ceremonies or celebrations. Class 
I gaming is regulated exclusively by the tribes. 

Class II gaming includes bingo and, if played at the same 
location as bingo, pull tabs, lotto, punch boards, tip jars, and 
instant bingo. Class II gaming also includes card games which are 
authorized by state lav or not explicitly prohibited by state lav 
and played at any location in the state. The card games must be 
played in conformity with state lav or regulations regarding hours 
of operation and pot limits. 

A tribe may engage in Class II gaming if the state in which 
the tribe is located permits such gaming for any purpose by any 
person, organization or entity. Class II gaming is regulated by 
the National Indian Gaming Commission and the tribe or solely by 
the tribe if issued a certificate of self-regulation. 

Class -IH gamin g 

Class III gaming includes all gaming not included in Class I 
or Class II, such as casino-type games, gambling devices, pari- 
mutuel betting, etc. 

Class III gaming is prohibited unless authorized by a tribal- 
state compact. 

Class III Gaming and Tribal -State Compacts 

Class III gaming is lawful when it is authorized by a tribal 
ordinance approved by the chairman of the Commission, is located in 
a state that permits such gaming (whether for charitable, 
commercial, or governmental purposes), and is conducted in 
conformance with a tribal-state compact vhich has been approved by 
the Secretary of the Interior. 

The Act authorizes an Indian tribe and the state in which the 
tribe is located to enter a compact governing gaming activities. 
The compact may include provisions concerning: the application of 
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tribal or state criminal and civil laws directly related to gaming, 
the allocation of jurisdiction between the state and the tribe, 
state assessments to defray the costs of regulating the activity, 
taxation by the tribe in amounts comparable to state taxation, 
remedies for breach of contract, standards for the operation and 
maintenance of the gaming facility, and any other subjects related 
to the gaming activity. 

The state is not authorized to impose a tax or assessment 
(except assessments that are agreed to) upon a tribe or person 
authorized by a tribe to conduct a gaming activity. The state 
cannot refuse to negotiate a compact based on its inability to 
impose a tax, fee, or other assessment. 

The federal districts courts are vested with jurisdiction 
over: actions by Indian tribes arising from the failure of a state 
to negotiate with a tribe seeking to enter a compact or to 
negotiate in good faith, any action by a state or tribe to enjoin 
a Class III activity which violates the tribal-state compact. 

A tribe may initiate an action for failure to negotiate in 
good faith against a state only after the passage of 180 days from 
the date the tribe requested the state to enter negotiations for a 
compact. If the court finds that the tribe has failed to negotiate 
in good faith, it shall order the state and the tribe to conclude 
a compact within 60 days. 

If the state and the tribe fail to conclude a compact within 
the 60-day period, the parties are to submit a court-appointed 
mediator their last best offers for a compact. 

The Secretary of the Interior is authorized to approve tribal- 
state compacts. The Secretary may disapprove a compact if it 
violates: the Act, any other federal law that does not relate to 
jurisdiction over Indian gaming, or the trust obligations of the 
United States to Indians. The compact takes effect once the 
Secretary publishes a notice in the Federal Register that the 
compact has been approved. 

Gaming on_Xn dian Lands after Enactment 

Gaming is prohibited on land acquired by the Secretary in 
trust for an Indian tribe after the date of enactment of the Act 
unless: (1) the land is within or contiguous to the tribe's 
existing reservation boundaries; or (2) if an Oklahoma tribe, the 
lands are within the tribe's former reservation or the lands are 
contiguous to other land held in trust or restricted status for 
that tribe. This prohibition does not apply if the Secretary 
determines that a gaming facility would be in the best interests of 
the tribe and its members and would not be detrimental to the local 
community and the governor of the state concurs with the 
Secretary's determination. This prohibition also does not apply to 


2 
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lands: taken in trust as part of a settlement of a land claim, 
comprising the initial reservation of a tribe federally 
acknowledged, or restored to .k tribe that has been restored to 
federal recognition. 

National Indian Gaming Commission 


Composition 

The Commission is composed of three full-time members with the 
Chairman appointed by the President and the other two members 
appointed by the Secretary of the Interior. Two of the three 
Commissioners must be members of federally recognized Indian tribes 
and no more than two members can be of the same political party. 
The Chairman of the Commission is Anthony J. Hope. The two 
Commissioners are Jana McKeag and Joel Frank. 

E Q.yex&. Qf . -.Chairm an 

The Chairman is empowered to: (1) issue temporary closure 
orders; (2) levy civil fines; (3) approve tribal gaming ordinances; 
and (4) approve management contracts. The Chairman is also vested 
with such powers as the Commission may delegate. 

Egttsrg. of. t h e C sminigsian 

The Commission is vested with the following powers which 
cannot be delegated: (1) approve the annual budget; (2) adopt 
regulations for civil fines; (3) adopt an annual schedule of fees; 
(4) authorize Chairman to issue subpoenas; and (5) permanently 
close a gaming activity. 

The Commission is vested with the following additional powers: 
(1) monitor gaming activities; (2) inspect gaming premises; (3) 
conduct background investigations; (4) inspect records related to 
gaming; (5) use the U.S. mails; (6) procure supplies; (7) enter 
into contracts; (8) hold hearings; (9) administer oaths, and (10) 
promulgate regulations. 

Tribal Self - R eg ulation 

A tribe may petition the Commission for a certificate of self- 
regulation if it has been engaged in a Class II activity 
continuously for a three-year period with at least one of the years 
being after the date of enactment of the Act and has otherwise 
complied with the Act: The Commission may issue the certificate if 
it is satisfied that the tribe has: 

(1) conducted the gaming activity in a manner that has 
resulted in an honest accounting of all revenues, has a reputation 
for a safe and honest operation, and is generally free of evidence 
of criminal or dishonest activity; 


< 
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(2) adopted and is implementing an adequate system for: 
accounting of revenues, investigation, licensing, and monitoring of 
employees, and Investigation, enforcement, and prosecution for 
violations of its gaming laws; and 

(3) conducted the gaming activity on a fiscally sound basis. 

Mflna.qgmgQlL-ggntra<;ta 

The Chairman may approve a management contract if it provides: 
(1) adequate accounting procedures; (2) access by tribal officials 
to the gaming operations in order to verify the daily gross 
revenues and income; (3) a minimum guaranteed payment to the tribe 
that has preference over the retirement of development and 
construction costs; (4) a ceiling for the repayment of such costs; 

(5) a maximum term of 5 years or, at tribal request, 7 years; and 

(6) grounds and procedures for terminating the contract. 

The management fee cannot exceed 30 percent of the net 
revenues unless the tribe requests a higher percentage. The 
Chairman may approve a higher percentage, not to exceed 40 percent, 
if a higher percentage is justified based on the capital investment 
and projected income. 

All existing ordinances and management contracts, whether or 
not approved by the Secretary, must be submitted to the Chairman. 

goffliaiggion.. Funding 

The Commission is authorized to assess each game a fee which 
is based on a sliding fee scale from one-half of one percent to two 
and one-half percent on the first $1,500,000 of gross revenues and 
up to five percent of amounts over $1,500,000. The total amount of 
fees which the Commission can assess in any fiscal year is limited 
to $1,500,000. The Commission is authorized to request 

appropriations in an amount equal to the annual assessment. 
Section 8. Thus, the commission's annual budget cannot exceed 
$3,000,000 ($1,500,000 from assessments and $1,500,000 from 

appropriations) • There is authorized to be appropriated in an 
amount not to exceed $2,000,000 for the first fiscal year. 
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Table 1. Estimated National Legal Gaming HANDLE {'Churned* Dollars), by Type of Gaming, 
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1101,400,000.000 

$106,000,000,000 

$116661.644^09 

1128,739.687.619 

$129,941,838,825 

$14038.188,542 

Lagal BoofasakJng 

Sportabooka 

$415,111,891 

$692,019,786 

$929,114,791 

8888.857110 

$898,959,394 

$1.011919.728 

Honobooko 

$122,809,044 

$ 160,525. 1M 

1184.3*7.232 

1243149.092 

$290,180,829 

$568.681388 

Total • f Tgil Bootunakiog 

$857,970,959 

$682,544,944 

$1,111482.050 

$1.129. 106.502 

11.1 $9. 119.925 

$1,579,884,064 

Card Room 

91.000,000.000 

11.062,000,000 

$1.061000.000 

<1,096.980.000 

11.111.189.000 

$5,125,000,000 

Bio go (otbar than oo 

15.000.000.000 

$5,070,000,000 

$3.181111000 

$1437.988,620 

$3,599.571068 

$1977.169.407 

ladiaa roaan ruona 1 

Chan Labia Cirnu 

$1400.000.000 

$1,400,000,000 

$1,840,000,000 

$1,881,680,000 

$1,789,507,620 

12002 980.631 

ledlaa R— rmtl— 

cum n 

— 

— 

— 

— 

— 

— 

cum m 

— 

— 

— 

— 

— 

— 

Total - ladiaa Ra*. 

— 

— 

- 

$250,000,000 

$2817144*4 

$311281714 

TOTAL LEGAL 

$125,755,606,975 

$152,150,912,725 

>141971602593 

$159,156.26741$ 

$188.61 1.021661 

1118.800.117.884 


Source: Annual estimates prepared by CbristianaenCummingi Associates, Inc , for Owning <ft Wagering Burmese 
magazine’s July 15-Sept. 14 issues, 1989-1993. Most recently revised figures used. 

Notes: * "Other Commercial Casinos' includes all commercial land-based casinos that are not in Nevada or New Jersey 

and are not on Indian reservations. Examples of such casinos are those in Dead wood, 3D, and in certain towns in 
Colorado. 

*» "Non -Casino G aming Devices* includes gaming devices in State-regulated non -casino estab l is hm ents such as 
bare, restaurants, stores, etc. 
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Table 1. Estimated National Legal Gaming HANDLE ('Churned* Dollars), by Type of Gaming, 

1982-1992 



isas 

IMS 

tees 

1SS1 

1909 

Pansutk/aU 

Ho nm - Tr*<k 

11 1, J61.073.SW 

S 10.5 12.606.662 

610.4 14.9R667 

69.663.666.679 

99.633.660.092 

Horm - OTB 

l2.tS7.OW.5Jl 

63.417,069.719 

63.721.696.942 

64.026.693.036 

Rfl77.7M.664 

Hotm* • Subtotal 

fia.sw.iszw? 

613.929. 576,601 

614.136,663.499 

613.6M149.717 

614.1 11 J66.ni 

Greyhound* • Track 

93.246.42X210 

63,163.112,602 

63.436.744,603 

63.463,467,796 

93 J4X 150.664 

Greyhound* ■ OTB 

U 8 .aao. 2 M 

626.671.564 

*26,666.216 

636.196,771 

16X229.466 

GrvyKound* ■ Subtotal 

9X2M97X496 

63.211.664.166 

63.466.631.0)1 

63.502,366.647 

93.304.360.320 

Ju-tlai 

tW9.224.4M 

6662.746.47? 

6666.627.611 

64W.366.167 

1423.690.129 

Total - Pahaotu*!* 

117.870,569,8 IT 

117.694.007.244 

616.167.912.396 

6 17.86X904. 441 

617.64 1.62SJ27 

Lotion** 

Ail OtW Cum 

- 

- 

120.734.634.000 

620.678.640.000 

62X036.474.000 

VkUo LotUri** 

- 

- 

6261.946.000 

S3R64X000 

61.326.363.000 

ToUj - Lot uric* 

si7.oai.wo.ooo 

6 19.466.M0.000 

621.016.760,000 

620,933.46X000 

624.361.627.000 

C**mo* 

NV/NJ Slot M*chin«* 

sa7.M7.oM.saa 

666.790.666.464 

676,166.606.629 

9R3M.46X227 

6R. 667.329, 006 

KV/NJ T*W* Gum* 

Sl 26 293,623.066 

*127.774,764.003 

S16J.6346MJS2 

6149,744,00X 493 

*14X100,614,677 

Cruiw Ship* 

- 

*1.762.600.000 

63.706J96.000 

R076, 676,000 

RJS0.604.760 

Riv«tiottJ 

- 

- 

- 

6 1,099.431, W 1 

97.319.661.496 

Otbw CoaMraal* 

- 

623, [41217 

93R667JS! 

1771.02X769 

9X079 J34.740 

Noo-CaaLno Dwica*** 

S230.000.000 

6249,674.674 

9306.600.000 

6363.603.126 

9667.447,916 

Total - C—ino* 

I1S4.1M7IS.740 

6 (96.600.666.646 

6242.204.966, 122 

6240,463.097,066 

926X693, 120,496 

Legal Booknakiag 

Sportabook* 

1 1.317.3 .076 

61.434.962.976 

SI. 672.279.693 

11,67 1.063.066 

91.600.76X914 

Hornbook* 

S4 14.663,172 

6403.176.763 

9463,630.637 

S3M1R90S 

9307.61X279 

TotaJ • Logil Book making 

S 1.73 1,667, 247 

61.636. 131.741 

6X166.1 10,630 

9X263. 167.969 

IXJ06J96, 197 

Card Room 

33.43X 126,000 

67.664.916.000 

66.373.107,000 

63,399,639,000 

R426, 066,000 

Bingo {othor than on 

S3.S70.t67.S67 

63.794.462.9 it 

64.071.613,000 

94J30.1R000 

R306J 14,000 

Indian f*— oration*! 

Chan ubfe Cam* 

63,661.133.231 

R222.362.362 

R467.407.000 

R 606,696, 000 

R 774,64 1 000 

Indian RanmUoa* 

Cl a** U 

— 

— 

I1J94.000.000 

*1.397,600,000 

91.430.000.000 

CUm Cl 

— 

— 

61.346,100.000 

ROW .260.000 

91X744.600.000 

Total — Indian It**. 

S645.7J4.2W 

61.000,000.000 

62.640.100.000 

R 436.760.000 

916,174.600.000 

TOTAL LEGAL 

S23 1,696, 962.666 

6261206,060.600 

6303. 0M 696. 060 

9904.204,12X466 

9329. WB. 104.922 


Source: Annual estimates prepared by Chrisbaneen/Cumimnga Associates, Inc., for Gaming A Wagering Busineu magazine's 

July 15-Sept. 14 issues, 1959-1992, and July 15-Aug. 14, 1992, issue. Most recently revised figures used. 

Notes: • 'Other Commercial Casinos’ includes all commercial land-based casinos that are notin Nevada or New Jersey and 

are not ot> Indian reservations. Examples of such casinos are those in Dead wood, SD, and in certain towns in 
Colorado. 

** 'Non -Casino Gaming Devices' includes gaming devices in State-regulated non -casino establishments such as ban, 
restaurants, stores, etc. 
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Table 2. Change* In National Legal Gaming HANDLE (“Churned" Dollar*), by Type of Gaming, 

19821992 and 1986-1992 



Overall 
Percent Change; 
1982 to 1992 

Average Annual 
Percent Change: 
1982 to 1992 

Overall 
Percent Change; 
1985 (or later 
year) to 1992 

Average Annual 
Percent Change: 
1985 (or later 
year) to 1992 

Panaututla 

Horxa • Track 

-4 s*% 

-0 47% 

•9 09% 

-1 35% 

Horaaa OTB 

16* 13% 

10 37% 

16101% 

14 *0% 

Kora** ■ Subtotal 

20 MS 

1 60% 

1629% 

106% 

Cray hound* • Track 

4**0% 

391% 

20 13% 

2 66% 

GnryhouivJ* ■ OTB 

II.IMSW 

69 07% 

1.306 73% 

45*0% 

Gray hound* • Subtotal 

40*2% 

4 11% 

22 23% 

291% 

Jax-alai 

41 *1% 

4 73% 

45 *6% 

-6 16% 

Tola) Ptnaulurk 

22*0% 

2 07% 

14 31% 

1 93% 

Lot MOW 

AJI Oth*r Gum 

— 

— 

11.10% 

5 40% 

Vtdoo LoIUtm* 

— 

_ 

370 43% 

116 *0% 

Total - LotUna* 

406*9% 

19 64% 

13*63% 

1322% 

Caautoa 

NV/NJ Slot Machm«* 

56*66% 

2071% 

21 i. 15 k 

20 14% 

NV/NJ TabU Gum 

644*% 

6 10% 

43 74% 

i 32% 

CrutM Ship* 

— 

— 

142*7% 

34 42% 

Rjv reboot* 

— 

— 

565.77% 

665 77% 

Oth*r Coumrcial Ca*tnoa* 

— 

— 

13.201 06% 

410 47% 

Non Catino Guiif Daws**** 

— 

— 

142 37% 

24 77% 

Total - Caaino* 

149 40% 

9.67% 

101.12% 

10 50% 

L*f*l Bookmaklng 

Sportabooka 

553 75% 

16.60% 

1032*% 

10 67% 

Koraobook* 

160 40% 

911% 

26 42% 

3 41% 

Total • L*f*i Bookiaakinf 

291 »0% 

14.64% 

66.72% 

9 33% 

Card Room* 

742*1% 

2276% 

66* 32% 

33*2% 

Btafo [ochre than on Indian 

43 64% 

36*% 

2325% 

3 27% 

raoorv* toaa) 

Chanlakio CaiMa 

297 00% 

14*1% 

163.03% 

16 06% 

Indian ILatmtiaai 

CUm U 

— 

— 

10 m 

6 12% 

CUm m 

— 

— 

92 1 06% 

210 64% 

Total — Indian Rr*. 

— 

— 

6.060 *0% 

70,7*% 

TOTAL LEGAL 

16236% 

19 12% 

10727% 

10 97% 


Source Calculated by CRS from annual eatimatas prepared by Christiansen/Cummingi Associate*, Inc., for Gaming A 
Watering Business magazine’s July 15-Sept. 14 issue*, 1989-1993. Moat recently revised figure# used. 

Notes: * ’Other Commercial Casinos' includes all commercial land-based casinos that are not in Nevada or New Jersey and 
are not on Indian reservations. Examples of such casinos are those in Deadwood, SD, and in certain towns in 
Colorado. 

•• "Non-Casino Gaming Devices* includes gaming device* in State- regulated non-casino establishments such as bar*, 
restaurants, stores, etc. 
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Table 3. Each Gaining Type’* Share of National Legal Gaining HANDLE ('Churned* Dollars). 1983*1992 



1982 

1983 

1884 

1986 

1986 

1987 

1988 

1989 

1990 

1991 

1992 

Parimutuels 

Horses • Track 

7 94% 

752% 

709% 

6.59% 

6 29% 

5 92% 

4 83% 

4.18% 

3.44% 

324% 

2.89% 

Horses - OTB 

1.36% 

1.30% 

120% 

1.10% 

1.16% 

1.13% 

1.07% 

1.36% 

1.23% 

132% 

L39% 

Horses - Subtotal 

9 30% 

8.82% 

829% 

7.69% 

7.46% 

7.06% 

6.90% 

5 65% 

4.66% 

4.67% 

4.28% 

Greyhounds - Track 

176% 

1.76% 

1.67% 

1.70% 

181% 

1.72% 

1.40% 

127% 

L13% 

1.14% 

0.98% 

Greyhounds • OTB 

— - 

— 

— 

— 

0.01% 

0.01% 

0.01% 

0.01% 

001% 

0.01% 

002% 

Greyhounds - Subtotal 

1.78% 

t.76% 

1.67% 

L70% 

1.81% 

1.72% 

L41% 

1.28% 

1.14% 

1.15% 

100% 

Jai-alai 

050% 

047% 

0.45% 

0.42% 

0.40% 

0.38% 

0.28% 

0.22% 

0.18% 

0.16% 

0.13% 

Total - Parimutuels 

1155% 

11.04% 

10.41% 

9 81% 

9.67% 

9.16% 

7.59% 

7.04% 

599% 

5 88% 

5.41% 

Total - Lotteries 

325% 

3 91% 

5.53% 

6 42% 

7.49% 

7.07% 

7.36% 

7.76% 

8.93% 

6.88% 

7 38% 


Casino# 

NV/NJ Slot Machine# 11.45% 14.23% 18.19% 16.45% 17.12% 17.85% 24.90% 26.19% 25.13% 27.74% 28.66% 

NV/NJ Table Game# 69 18% 65 99% 63.19% 6255% 60.92% 60.30% 54.53% 50 87% 53.33% 49 23% 43 38% 


Cruise Ships 

— 

— 

— 

— 

— 

— 

— 

0.70% 

1.22% 

1.34% 

1.30% 

River boats 

— 

— 

— 

— 

— 

— 

— 

— 

— 

0.36% 

222% 

Other Commercial 

— 

— 

— 

— 

— 

— 

— 

0.01% 

0.13% 

0.25% 

0.93% 

Non-Casino Devices 

— - 

— 

— 

— 

— 

— 

0.10% 

0.10% 

0.10% 

0.12% 

0.17% 

Total - Casinos 

80 63% 

80.22% 

79.38% 

79.00% 

78.04% 

77.95% 

79.53% 

77.87% 

79.91% 

79.04% 

7666% 

Legal Bookmaking 
Sportabooks 

0.33% 

• 

0.52% 

0.63% 

0 56% 

0.54% 

0.56% 

0.57% 

0.67% 

0.55% 

0.62% 

0.56% 

Hornbook* 

0.10% 

0.12% 

0.13% 

0.15% 

0.17% 

0.20% 

0.18% 

0.16% 

0.16% 

0.13% 

009% 

Total - Legal Bookmaking 

0.43% 

0.66% 

0.76% 

0.71% 

0.71% 

0.74% 

0.75% 

0.73% 

0.71% 

0.74% 

0.64% 

Card Rooms 

0.80% 

0.80% 

0.72% 

0.69% 

0.67% 

1.68% 

L49% 

3.01% 

2.76% 

276% 

255% 

Bingo (other than on Indian 

2.39% 

2.32% 

2.16% 

2.16% 

2.16% 

2.14% 

L58% 

1.51% 

1.34% 

1.39% 

1.31% 

reservations} 
Charitable Games 

0.95% 

L06% 

L0&% 

L06% 

1.07% 

L08% 

1.56% 

L68% 

L47% 

1.51% 

L45% 

Total — Indian 

_ 

— 

— 

0,16% 

0.17% 

0.17% 

0.15% 

0.40% 

0.87% 

L79% 

4.60% 

Reservations 
TOTAL LEGAL 

100.0% 

100 0% 

100.0% 

1000% 

100.0% 

100.0% 

1000% 

100.0% 

100.0% 

100.0% 

100.0% 


Sourer Calculated by CRS from annual estimates prepared by ChrisdansspflSumminfi Associates, Inc, for Gaming A Wagering 
Butin*** msga tine's July 15-$ept. 14 issue#, 1989-1993. Moat recently revised figure* used. 

Notes: * "Other Commercial Casino#" include# all commercial land-based casino# that are not in Nevada or New Jersey and 

are not on Indian reservation*. Exam pise of such casinos are th oee in Deed wood, SD, and in certain towns in Colorado. 
•• "Non-Casino Gaming Devices" includes gaming devices in State-regulated non-casino establishments such ss bars, 
restaurants, stores, etc. 
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Table 4. Estimated National Legal Gaming WIN (Gross Revenues), by Type of Gaming, 

1982- 1992 



ISM 

1—3 

1—4 

1—6 

19— 

t— 7 

PtnautucU 

Hotm* - Trick 

11.660.000,000 

11.667.316,000 

$1,946,069,136 

11.960,660,496 

11.979,990.454 

$1176.201,111 

Hot*** • OTB 

$400,000,000 

$401,640,644 

$406,916,009 

$409,267,264 

$45 1 560.697 

$461226.766 

Her*** - Subtotal 

$1260,000.000 

$1266.666,644 

$1667.006.145 

$1390.147.764 

H 451 540,65 1 

tl6U.427.979 

C erf h<xj r»4* • Track 

$460,000,000 

$465,640.16? 

$471,020131 

$626191201 

66U.791716 

U20.947.777 

CnylMuo^i - OTB 

- 

K 

$1,061,061 

$640,447 

1 1,789,646 

91416,561 

Gr*7Houn4i • Subtotal 

$460,000,000 

6466,640,162 

$479,071,272 

$627,161666 

66U.U1664 

U26.671.U6 

JuiUt 

t mooo.ooo 

6111.664.790 

1121090.0 12 

1129,364.960 

1130. 106.421 

• 137.741,706 

Total — Panauluai* 

11 791 000,000 

61626,966,664 

$1956. 166.429 

$6,046,665,432 

$3,161141,616 

13.4 19.660.726 

Lotlarta* 

All Oth*r Gum 

- 

- 

- 

- 

- 

— 

VnUo Lottanaa 

- 

- 

- 

- 

- 

— 

Total — Lotunw 

$1170,000.000 

$6,044,000,000 

$4. 147,476,000 

$6,206,771 600 

$6,364,406,369 

U.U 1.972163 

Cut no* 

NV/NJ Slot Machjna* 

$1000,000,000 

$1666.000.000 

$1547.366.012 

11904,619,162 

$5. 156. 11 7.000 

66,564.626.000 

NV/NJ Tabla Gum 

12 200,000,000 

$1251000,000 

61400,194.7— 

12.643.614,412 

11590.90 1.465 

12.611.011.000 

CruuM Ship* 

-- 

- 

- 

- 

- 

- 

Rjvtrboal* 

- 

- 

- 

- 

- 

- 

Oth«r CoaatmaJ 

_ 

— 



** 

** 

Ca*moa* 

Non Cut no Gaattng 

— 

— 





D*vk** ,# 

ToUl — Cut no* 

$4,200,000,000 

$4,610,000,000 

$5,047,527,810 

$6,444,255,694 

$6,744,018,666 

$4,396,659,000 

L*gaJ Bookaakiog 

Spo.nabook* 

17,724,6*2 

$19,250,974 

$21,664,417 

921.947.696 

$66,596,000 

$29,121,000 

Horaabooka 

$16,067,666 

$24161625 

$31.2 11619 

$69,066,62$ 

$46,007,000 

$66,546,000 

Total — Lag*! BoofauUnf 

126,761647 

$46,515,799 

$51747.066 

$6 1 ,004.22 1 

$60,606,000 

$66104.000 

Card Room* 

$60,000,000 

$61000,000 

$66,260,000 

$6047.500 

$66,944,460 

$260,000,000 

Bing* (othar than m Indian 

$760,000,000 

•7U,000,000 

$617,661797 

•910.066.6U 

I94I.6U.U1 

U94.666.1I7 

r— raaiianaj 

CtunUbU'JuM* 

$3— .000,000 

$464,000,000 

$669,000,000 

•Ml 000. 000 

1605,667166 

U74. 646.691 

I>4iu fU**mli«w 

CUM □ 

- 

- 

- 

- 

- 

- 

CUm JU 

- 

- 

- 

- 

- 

- 

T*tal - 1*3 la* 


- 

- 

U7.500.000 

$100,000,000 

$110,000,000 

TOTAL LEGAL 

$10,416,761547 

lit, $66.477, 666 

$13,616,129,072 

• 15,399.059. 136 

116.916,701625 

118.5 12176,999 


Sourea: Annual -rim at— praparad by Christian— n/Cummings Aaao ci at— , Inc., for Gaming A Wagering 

Business magaunt's July 15-Sapt. 14 iaauaa, 1989.1993. Moat racantly revised ftgur— uaod. 

Not—: * ‘Othar CommardaJ Casinos* indud— all ooaunardal land-based casinoa that ara not in Nava da or 

Naw Jar— y and ara not on Indian r—srvations. Exam pi— of such casinoa ara tho— in D—dwood, SD, 
and in certain towns in Colorado. 

•• *Non -Casino Oaming Oavicaa” indud— gaming davic— in Stata-ragulatad non -casino aataMiahroanta 
such as bars, restaurants, stores, ate. 
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Table 4. Estimated National Legal Gaming WIN (GroM Revenues), by Type of Gaming, 

1982- 1992 



IMS 

IMS 

its# 

1WI 

1*6* 

Panmi/iuala 

Horaa* • Track 

* 2 . 2 31 497.289 

*10*9.3*1.41* 

61090,34 1 667 

6I.976.45UW 

61.U9.3W.XJ1 

Hocnaa OTB 

woo.76o.we 

*754.301421 

U06.&05.403 

*564.006.296 

1969.661065 

Hotmb • Subtotal 

I2.7SZ2W.2M 

(2*23.6*3.540 

11596*45,960 

91*40,456.4*4 

*1906,67 1.164 

GnjhounAt • Track 

*624,017.715 

(627.243.054 

*691.771090 

*701.246.641 

*671967.179 

GrayHounda ■ OTB 

*3,221.7*4 

*6.427.066 

*5.047.559 

*7.411530 

S 1171 1.224 

CrayKounda ■ Subtotal 

*626.249.44* 

(63ZC70.I20 

U96.M 1.369 

*70*. *61 971 

S6U.07I.400 

J*j -«i*J 

*124.1*7.617 

*107.766.036 

( 1 13. 131.525 

*100.541531 

*692*4.492 

TooU — Panautualn 

*3, 514. 66*. 131 

*3.564.119.996 

*3,701*3*, *54 

U, 649.461766 

U.M12 14.079 

LotUriaa 

All Clhar Camaa 

- 

- 

*10,192.411000 

*10.106.559.000 

• 1 1J2I4.T33.000 

Vt4*o LotUriaa 

- 

- 

*96.462.000 

*121.541000 

*241234.000 

Tatal — Lot larva* 

**.4 23.62*. 720 

*9.599.360.000 

(10.264.U0.000 

*10.227,3*1.000 

lll.4U.963.000 

Cam no* 

NV/NJ Slot Machuvaa 

*4.006.523,000 

*4.350.126.000 

*4.890.30 1.000 

*1241299.000 

64.630.6U.443 

KV/NJ TabJ* Gaoaa 

*3.054.030,000 

*3.105.616.000 

*3.4 11*92,000 

*3.200,961000 

61120 1*7.399 

Cruiaa Ship* 

- 

*170.000.000 

*260.759.000 

I290.U7.000 

*301431,350 

Rivactoata 

- 

- 

- 

t79.6U.7M' 

*4 11.021. Ml 

Othar Co« martial 


*2.140.293 

Ul.972.406 

(63.911237 

*224.500,143 

Cam no** 

Non -C am no Gaming 

**5.770.000 

*107,443.695 

*131(13.500 

*167.6*0.407 

*241171466 

Dario*** 

Tool — Caarfnoa 
LagnJ Bookmaking 

*7.156.625.000 

*7.753.224.9*6 

**.726,637,706 

99.035.451424 

*10,140.649.962 

Sportabooka 

*41022.000 

*4 *.776.000 

646.7W.000 

*61500.000 

*60.901000 

Koraafcaoka 

*61.667.000 

*69,993,000 

*71456.667 

166.079,17* 

9417W.OOO 

Total — l agnl Book making 

*103. 709.000 

* 1 06. 75* .000 

*126,251*67 

*107,379,471 

*97.401.000 

CaH Romm 

*278.250,000 

*69*.* 10,064 

*667.6*1000 

*669,111000 

1660.111.000 

Bio go (otkar iXu on Laduui 

|J. 066, 101272 

*947,600.236 

*1.019,194.000 

11,064.611000 

*1,090.944.000 

raaarratiaoal 

ChariuMa Gama* 

I712.4W.664 

11.111537,676 

*1. 1*1 044.000 

SI .250. 120.000 

*1,296.949,000 

Ia4Ua lUmrwUam 

Clui Q 

- 

- 

93U.200.000 

*411260.000 

*429,000.000 

CUm CD 

- 

- 

9100.901000 

*300.900.000 

91. Of*. 940,000 

Total — lillw 

1121.000.000 

*500,000.000 

*461601000 

S72fr; *0,000 

1 1.4*1 940,000 

TOTAL LEGAL 

*2 1.563, 406. *77 

*25.966.621.166 

*26. 90*. *414 21 

*21*61*6106* 

*29. 930, *7 1,4*9 


Source: Annual estimates prepared by Christiansen/Cummings Aaeodatee, Inc., for Gaming * Wagtring 

Butineu magazine's July 15-Sept. 14 issues, 1999-1995. Most recently revised figures used. 

Notes * 'Other Commercial Casinos* includes all commercial Land -based ceainoe that are not In Nevada or 
New Jersey and are not on Indian reservation*. Eiamplee of such ceainoe are those in Deed wood, SD, 
and in certain towns in Colorado. 

•* *Non-Caaino Gaining Devices* indudee gaming devioee in State-regulated nno-oaaino establishments 
such as bare, restaurants, stores, etc 
OTB * Off-Track Betting 
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Table 5. Changes in National Legal Gaming WIN (Groaa Revenue*), by Type of Gaming, 

1982-1992 and 1985-1092 



Overall Percent 
Change: 
1982 to 1992 

Annual Average 
Percent Change: 
1982 to 1992 

Overall 
Percent Change: 
1985 (or later 
year) to 1992 

Average Annual 
Percent Change: 
1985 (or later 
year) to 1992 

Ptnioutuei* 

Hotv ■ Track 


0 47% 

-210% 

■0 30% 

Horae* - OTB 

142 39% 

9 26% 

134 90% 

!3 11% 

Horae* - Subtotal 

79 21k 

2.00% 

21 70% 

2.64% 

Greyhound* ■ f reck 

57 06% 

4 62% 

24 33% 

3 63% 

Greyhound* ■ OTB 

1.109 34% 

36 56% 

1.41236% 

47 41% 

Greyhound* ■ Subtotal 

so 02 a 

4 41% 

30 53% 

3 44% 

Jti *1*4 

20 30% 

-2 24% 

-3 1 01% 

5 16% 

ToUi — Pinnutu*!* 

32 03a 

2 42% 

20 99% 

2 76% 

Lot Lena* 

All Other Cum 

— 

— 

10 03% 

490% 

Video Lot ten** 

— 

— 

151.11% 

54 47% 

ToteJ — LoUenee 

427 97a 

IS 10% 

119 96% 

11 92% 

Cast no* 

STVTNJ Slot Machine* 

191 ua 

1 1 29% 

100 73% 

10 47% 

NVNJ T*bl* Gum* 

41 82 a 

3 56% 

22 67% 

2.94% 

CruiM Ship* 

— 

— 

79 67% 

2157% 

Rj*#rt>o*u 

— 

— 

424 59% 

424 39% 

Other Comnarri*] 


— 

10.379 64% 

371 47% 

C«*ino** 

Non-C**>no Gening 

— 

— 

152 47% 

24 10% 

D*v>c** ,# 

Total — CmIao* 

141.44% 

921% 

54 13% 

924% 

Legal BookmaJung 

Sportabooka 

(63 05% 

20 64% 

130 56% 

1167% 

Horaebook* 

149 45% 

1000 % 

19 62% 

, 282% 

ToUl — Legal Bockmakinf 

279 07% 

14 22% 

59 66% 

891% 

Card Romm 

1.221 62% 

29 46% 

1.104 62% 

4270% 

Bingo (other than on Indian 

39 66% 

3 41% 

19 54% 

262% 

ra**rv*tton*i 

Chan table Game* 

224.02% 

1X61% 

123 19% 

12 15% 

Indian RaaeremlUn* 

Clan* U 

— 

— 

1051% 

3.12% 

Clan* ID 

— 

— 

966 74% 

226 61% 

T*tai — Indian 

— 

—> 

1.613 07% 

50 06% 

lUeemUeu 

TOTAL LEGAL 

147.42% 

11.14% 

94 37% 

994% 


Source: Calculated by CRS from annual eetimate* prepared by Christians* n/Cummings Associate*, Inc., for 

Gaming A Wagtring Busin* ss magazine’* July 15-Sept. 14 issues, 1909-1993. Most recently revised 
figure* used. 

Notes * 'Other Commercial Casinos' include* all co mm ercial land-based casino* that are not in Nevada 
or New Jersey and are not on Indian reservations. Examples of such casino* are tbo*e in Dead wood, 
SD, and in certain towns in Colorado 

** "Non -Casino Gaming Devices* includes gaming devices in State-regulated non-casino 

establishments such as bars, restaurants, stores, etc. 

OTB - Off-Track Betting 
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Table 6. Each Gaming Type's Share of National Legal Gaming WIN (Gross Revenues)* 1962*1993 



1982 

1963 

1964 

1965 

1966 

1987 

1966 

1989 

1990 

1991 

1992 

Parimutuels 












Horses - Track 

17.76% 

15.69% 

14.31% 

12.86% 

1L71% 

1L66% 

10.54% 

8.72% 

7.98% 

7.45% 

8.48% 

Hore** - OTB 

3 84% 

3.39% 

3.00% 

2.66% 

2.68% 

2.63% 

2.39% 

3.06% 

3.06% 

322% 

3.24% 

Horses — Subtotal 

21.61% 

19.09% 

17.31% 

15.52% 

14.38% 

14.52% 

12.93% 

11.79% 

1L06% 

10.66% 

9 72% 

Greyhounds - Track 

4.13% 

3.63% 

3.51% 

3.42% 

3.47% 

3.39% 

2.93% 

2.62% 

264% 

266% 

226% 

Greyhounda > OTB 



0.01% 

0 01% 

0.01% 

0.01% 

0.02% 

0.02% 

0.02% 

0.03% 

0.04% 

Greyhounds — 
Subtotal 

4.13% 

3.63% 

3 52% 

3.42% 

S.48% 

3.40% 

2.94% 

2.64% 

266% 

269% 

230% 

Jsi-alai 

1.08% 

0.94% 

090% 

0.84% 

0 77% 

0.75% 

0.58% 

0.45% 

0.43% 

0.38% 

0.30% 

Total — Parimutuels 

26.81% 

23.86% 

21.73% 

19.76% 

1863% 

1867% 

16.45% 

14.86% 

14.14% 

13.73% 

1232% 

Toul — Lotteries 

20 84% 

25.72% 

30.46% 

33 83% 

37.45% 

35 94% 

39.43% 

40 06% 

39 26% 

38.26% 

38 28% 

Casinos 












NV/NJ Slot 
Machines 

19 21% 

1992% 

1944% 

1886% 

1864% 

1956% 

18.76% 

1816% 

18.66% 

19.61% 

19.48% 

NV/NJ Table Game* 

21.13% 

19 03% 

17.6f,% 

16 52% 

1532% 

15 35% 

14.30% 

12.95% 

13.02% 

11.98% 

10.42% 

Cruise Ships 

— 

— 

— 

— 

— 

— 

— 

0.71% 

0.99% 

L09% 

1.02% 

Riverboats 

— 

— 

— 

— 

— 

— 

— 

— 

— 

0.30% 

L40% 

Other Commercial 

Casinos* 

— 

— 

— 

— 

— 

— 

— 

0.01% 

0.12% 

024% 

0.75% 

Non-Casino Gaming 
Devices •• 

— 

— 

— 

— 

— 

— 

0.45% 

0.45% 

0.51% 

0.59% 

0.81% 

Total — Casinos 
Legal Bookmaking 

40 33% 

38.95% 

37.07% 

35.38% 

33 96% 

34 93% 

33.50% 

3228% 

33.30% 

33.80% 

33.88% 

Sportabooka 

0.07% 

0.16% 

0.16% 

0.14% 

0.21% 

0.16% 

020% 

0.19% 

0.19% 

020% 

0.17% 

Horsebooka 

0.17% 

0.21% 

0.23% 

0.25% 

0.27% 

0.30% 

0.29% 

0.25% 

029% 

0.21% 

0.16% 

Total — Legal 
Bookmaking 

0.25% 

037% 

0.39% 

0.40% 

0.46% 

0.47% 

0.49% 

0.44% 

0.48% 

0.40% 

0 33% 

Card Rooms 

0.48% 

0.44% 

0.39% 

0.36% 

0.33% 

1.37% 

129% 

2.49% 

251% 

247% 

221% 

Bingo [other than on 
Indian reservations) 

7.49% 

6.74% 

601% 

5.91% 

5.57% 

4.89% 

4.94% 

3.95% 

3.89% 

3.99% 

3.64% 

Charitable Games 

3.80% 

3.92% 

3.96% 

3.78% 

2.99% 

3.14% 

3 33% 

4.65% 

4 56% 

4.65% 

4.34% 

Total — Indian 
Reservations 

— - 

— 

— 

0.57% 

0.59% 

0.60% 

0.57% 

1.26% 

L86% 

269% 

5.01% 

TOTAL LEGAL 

100.0% 

100.0% 

100.0% 

1000% 

100.0% 

100.0% 

100.0% 

100.0% 

100.0% 

100.0% 

100.0% 


Source Calculated by ORS from Annual estimates prepared by Chmtitnstn/Cumminp Associates, Inc., for Gaming A Wagering 

Bueinee* magasine’a July 15-Sept 14 issues, 1969*1993. Most rscsntly revised figures used. 

Notes: * "Othsr Commsrcial Casinos" includss all commercial land-based casinos that ars not in Nsvada or New Jtrsty and 

ars not on Indian reservations. Examples of such casinos are those in Deed wood, SD, and in certain towns in Colorado. 
*• "Non -Casino Gaming Devices” includes gaming devices in State- regulated non-casino establis h ments such as bars, 
restaurants, stores, etc. 

OTB * Off-Track Betting 
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® ra P h 1 * National Gaming HANDLE 

( Churned” Dollars), by Type of Gam’^g, 1982-1992 
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Graph 3. Percent of National Gaming HANDLE, 
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Graph 5. Estimated National Gaming WIN 
(Gross R e venues ), by Type of Gaming, 1982-1992 
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Graph 6. Estimated WIN (Gross Revenues) of Indian 



SOURCE: Estimates compiled by Christiansen /Cummings Assoc s. for ‘Gaming & 
Wagering Business/ July~Sept. issues. 1989*1993. 
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Graph 7. Percent of National Gaming WIN (Gross 
Revenues), by Type of Gaming, 1982-1992 
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Graph 8. Indian Gaming WIN (Gross Revenues) 
as Percent of National Gaming WIN. 1985-1992 
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Graph 9. Estimated Number of Indian Gaming 

Operations Starting Up f by Year, 
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NOTES: Graph does not indude operations for which start-up data are missing. 
Tribes may have more than one operation. Not a> start-ups are still operating. 
SOURCES: Compiled from data from BIA and Natl Indian Gaming Comma 
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Graph 10. Cumulative Number off Tribal-State Compacts 
ffor Class III Indian Gaming, and Cumulative Number off 
Tribes and States with Compacts, 1989 - 1993 (August 18) 



NOTES: # Through August 18, 1993. 

SOURCE: Lists of Approved Tribal-State Compacts, compiled by Indian Gaming 
Management Staff, U.S. Bureau of Indian Affairs ^ 
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Mr. Richardson. With that, I would like to recognize the rank- 
ing member of our subcommittee. 

STATEMENT OF HON. CRAIG THOMAS 

Mr. Thomas. Thank you, Mr. Chairman. I heard you. I will also 
insert mine in the record. I think it is very important that we have 
this hearing. This is the fifth one. 

It seems to me, and I am not an old hand at this issue, but it 
does seem to me there are a number of issues that, as we move for- 
ward, need to be clarified. One, I suppose, is the notion among gov- 
ernors and others that there is absolutely no control over what the 
tribes do, and obviously that is not true. Under the arrangements 
the tribes do only what can be done in the State. 

On the other hand, I think there is some feeling among some of 
the tribes that they shouldn’t have any restrictions at all, and I 
don’t think that is a realistic notion. 

So, somehow we need to get those things somewhat clarified. 

In any event, I am delighted to have this hearing, and I espe- 
cially want to welcome our witnesses, our counterparts from the 
Senate. 

Gentlemen, it is nice to have you here, and I look forward to your 
testimony. 

Thank you, sir. 

[Prepared statement of Mr. Thomas follows:] 
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Statement of the 

Honorable Craig Thomas of Wyoming 

on 

Oversight of the I.G.R.A 
October 5, 1 993 

Thank you Mr. Chairman. 

« 

i am pleased to take part in this, the fifth in a series of 
oversight hearings on the Indian Gaming Regulatory Act. 
I think that it is vitally important that we as a body fully 
examine all facets of this issue before moving on to 
considering any legislation. 

As you know, I am fully committed to the goals and 
objectives of the Indian Gaming Regulatory Act. Gaming 
in Indian country since the enactment of IGRA has resulted 
in unparalleled economic growth, both for the tribes and for 
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their surrounding non-Indian communities. Once poverty- 
stricken tribes have picked themselves up by their boot- 
straps and are now providing educational, employment, 
economic, and social benefits to their members. In 
addition, gaming has produced a beneficial ripple effect in 
many local economies. 

While IGRA has, in my opinion, worked well in its present 
form, it is clear that some recent developments require that 
we reexamine the Act to fine-tune it. While there are some 
issues that we need to address - the issue of good-faith 
compacting, for example - there are others which have 
been raised as canards by opponents of Indian gaming 
and which I believe we need simply to refute and subse- 
quently discard. 


i 
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Among these is the allegation that Indian gaming is being 
significantly infiltrated by organized crime. Although 
opponents of Indian gaming have consistently made this 
allegation, their contention lacks both specifics and proof. 
I have seen no credible evidence to back up their asser- 
tion. In fact, the Department of Justice has repeatedly 
stated that this is simply not the case. I look forward to the 
testimony of the representatives from the FBI, DOJ, and 
IRS on this issue today, and hope that it will lay to rest 
these accusations once and for all. 

Another fiction put forward by the opponents of Indian 
gaming is that the tribes have been somehow provided an 
unfair competitive advantage over other citizens. However, 
our tragic treatment of Indian people over the years has 
placed them at a severe disadvantage both economically 
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and socially: 31% of Indian people live in poverty; Native 
Americans are three times as likely to be unemployed as 
non-Indian people; tubercolosis levels are 480% higher 
than for the general population, alcoholism 388% higher, 
diabetes 169% higher, and suicides 300% higher. Given 
these figures, even if we had intended IGRA to give the 
tribes such an economic edge I could not characterize it as 
unfair. 

In any event, I would note that triabl gaming enterprises 
are subject to many legal limitations which non-Indian 
enterprises are not. Only Indian gaming is subject to 
federal oversight and regulation. Only Indian tribes are 

required to negotiate with state governments before they 

» 

can engage in any form of casino-type gaming. Only 
Indian tribes are required to spend their gaming income 



solely for tribal governmental purposes and not for private 
business profit. 

in closing, Mr. Chairman, I would like to welcome our 
witnesses today - especially our counterparts from the 
other body Senators Inouye and McCain. I look forward to 
their testimony. In addition, at this point I have several 
documents that I would like to submit for inclusion in the 
record. 


Thank you, Mr. Chairman. 
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Mr. Richardson. The chair recognizes the gentleman from Ha- 
waii. 


STATEMENT OF HON. NEIL ABERCROMBIE 

Mr. Abercrombie. Thank you, Mr. Chairman. 

Mr. Chairman, my remarks will consist only of welcoming Sen- 
ator Inouye here, not only as a colleague but as a mentor of some, 
more than three decades now, Senator, since I first shook your 
hand on the comer of Kapewani Boulevard. We have seen a lot of 
changes since then. 

But one of the changes that are most important, Mr. Chairman, 
for purposes of this hearing is that Senator Inouye has led the way 
in this Nation in contemporary times to see to it that Native Amer- 
ican affairs receive the kind of legislative attention and redress 
that was necessary. 

I don’t believe that it is possible to cite anyone else in the Nation 
in our legislative history that has shown more concern and taken 
more practical advantage of the opportunity to lead than Senator 
Inouye has. 

So I, as one of those who has not only followed his career but 
been the beneficiary of his legislative expertise, am very, very 
happy to be here serving on this subcommittee as a counterpart to 
the leadership that he has provided in the United States Senate. 

Mr. Richardson. The chair recognizes the gentleman from Cali- 
fornia. 


STATEMENT OF HON. KEN CALVERT 

Mr. Calvert. Thank you, Mr. Chairman. I have a brief state- 
ment. 

Coming from a State which has the largest number of federally- 
recognized Indian tribes in the Nation, I am particularly concerned 
about the potential for organized criminal activity ana corruption 
when gaming operations are not properly regulated. Let me hasten 
to add that I support the legal rignt of Indian tribes to offer various 
games of chance on the reservations as long as those games are 
consistent with State law and as long as they are properly regu- 
lated. 

There are several Indian tribes in California that currently have 
extremely well-run gaming operations to promote economic devel- 
opment, self-sufficiency, and strong tribal government. I support 
those operations. My interest is simply to make certain that all 
gaming operations on Indian lands are free of corrupting influence, 
to ensure that the tribes, not outsiders, are the primary bene- 
ficiaries, and that the State of California is not saddled with in- 
creased costs of law enforcement and regulation. 

When it comes to Indian gaming, I want the Indians and people 
of California to be winners and not forces of organized crime. 

Thank you, Mr. Chairman. 

Mr. Richardson. I recognize the gentleman from South Dakota. 

STATEMENT OF HON. TIM JOHNSON 

Mr. Johnson. Thank you, Mr. Chairman. I commend you for 
holding this very timely and critically important hearing. I wel- 
come the members of the panel, who I know will all make very 
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positive contributions to the dialogue on this ongoing debate that 
we have over the role of Indian gaming and its relationship with 
the various States. 

In the State of South Dakota, we have nine Indian reservations. 
We have ongoing, veiy active gaming operations. The negotiation 
with the State has sometimes Been a bit rocky but, on the whole, 
has worked itself out fairly well. 

I think it is regrettable in some respects that gaming seems to 
be such a major engine for economic development and job oppor- 
tunity on Indian reservations, but after over 100 years of virtually 
utter failure in my State of South Dakota developing other kinds 
of economic opportunities, I would have to say that at this point 
we have over 1,000 Native Americans employed in the gaming in- 
dustry, generating a large amount of revenue for tribes, for the 
most part used for very worthy purposes. These Native Americans 
who are employed in many cases have never held employment be- 
fore, and I think that the combination of new economic opportuni- 
ties plus enhanced education opportunities with the development of 
our tribal colleges has been two of the most positive things that we 
have seen in a long, long time in my State to break the cycln of 
poverty and to break the ongoing dependence of Native Americans 
to the Federal Government, to create a greater sense of self-suffi- 
ciency and to develop a greater degree of viability, economic viabil- 
ity, on the reservations. 

Nonetheless, it does require a delicate balance between the 
States and the tribes, it does require a very aggressive monitoring 
to make sure that organized crime does not become involved here, 
that the money — that the revenues are audited properly, that the 
management is kept on a high level. So I think this hearing will 
be a valuable contribution in our effort to oversee and possiBly to 
pass legislation relative to Indian gaming. 

So I thank you, Mr. Chairman, for holding this hearing on an 
issue that is critically important not just to us in the West but real- 
ly all across the countiy. 

Mr. Richardson. I thank the gentleman. 

I would like to welcome our four distinguished Members of the 
House and Senate who will be making their testimony. 

As you all know, it is the committee practice that the statement 
is fully included in the record. 

I would first like to welcome the distinguished chairman of the 
Senate Committee on Native American Affairs who has been ag- 
gressively pursuing a solution to this issue. He is a champion of 
many Native American causes. It is an honor for us to have him 
appear with us along with his vice chairman. The chair recognizes 
the distinguished Senator from Hawaii. 

STATEMENT OF HON. DANIEL K. INOUYE, A U.S. SENATOR 

FROM THE STATE OF HAWAII, AND CHAIRMAN, SENATE 

COMMITTEE ON INDIAN AFFAIRS 

Senator Inouye. Thank you very much, Mr. Chairman. 

Mr. Chairman and members of the committee, Senator McCain 
and I are most grateful to you for your invitation to share our 
thoughts with you on a matter pending before your committee. 
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While Senator McCain will present to you an analysis of the his- 
tory and conditions that led to the now famous Supreme Court case 
in Uabazon, I will try to briefly share with you my thoughts on why 
I feel the Government of the united States, of wnich we are a part, 
plays an important role in the furtherance of the general welfare 
of native peoples. 

Although it seems trite and redundant to say so, it must be re- 
peated often enough so that all Americans will always keep in 
mind that Indians were here before we came along — that this was 
their world — that in this world they established and maintained 
sovereign governments, governments that flourished, governments 
that were led by people who were highly sophisticated and most 
talented. 

We should remind ourselves that in recognition of this reality, 
when the Constitution of the United States was drafted, our 
Founding Fathers specifically included the native peoples of this 
land ana set forth tne foundation of what we now call trust rela- 
tionship, and in subsequent laws and Supreme Court rulings this 
trust relationship has been consistently upheld, even during the 
dark days of the so-called Indian Wars. 

In recognizing this special relationship, our Government, more 
importantly, recognized the sovereign nature of the governments of 
native people. This fact must be emphasized again and again. In- 
dian nations are sovereign nations. 

To that end, our predecessors in the Congress during the last 
century and the century prior to that entered into negotiations 
with these sovereign tribes culminated by the signing of solemn 
treaties. 

It has been said that the Government of the United States sol- 
emnly entered into 800 treaties with the various tribes and nations 
of Indian country. Like all treaties, we made promises and Indians 
made promises. In each case, we expected and we demanded that 
Indians live up to their promises. But I am sad to say that, of the 
800 treaties, 430 were ignored by my predecessors in the United 
States Senate. The Members of the United States Senate simply re- 
fused to act upon them. Of the 370 that were ratified, we, the Unit- 
ed States, proceeded to violate provisions in every single one of 
them. Now we have before us the matter of Indian gaming. 

As the Supreme Court in the Cabazon case and the United 
States Constitution and subsequently enacted laws have clearly 
recognized, Indian nations are sovereign. It is in this context ana 
in our desire to uphold the Constitution and honor the intent of our 
Founding Fathers that we enacted the Indian Gaming Regulatory 
Act of 1988. 

However, this law has a fundamental but often unrecognized al- 
teration to our national policy of trust relationship. In a real sense, 
the relationship, when it concerns the conduct of gaming activities 
on Indian lands, should have been between the Federal Govern- 
ment and Indian nations. 

However, because of the complex variety in the laws of the 50 
States, we soon found that it was almost impossible to develop a 
Federal law or standard that would apply in a consistent and uni- 
form manner in all 50 States. Some States have lotteries, some 
have the full array of casino operations, and some, like my home 
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State, have no gaming at all. So with the full understanding of In- 
dian nations, we enacted a law that called for compacts to be en- 
tered into by two sovereign entities, a State and an Indian nation. 

Since July of this year, under the sponsorship of the Senate Com- 
mittee on Indian Affairs, representatives of the National Governors 
Association, representatives of the National Association of Attor- 
neys General, representatives of the Federal Government, and rep- 
resentatives of tribal governments have come together to clarify 
questions that have arisen as the result of the implementation of 
this law. 

Many meetings have been held in this city, in the State of Wash- 
ington, in New Mexico, in Arizona, and in Colorado. Countless hun- 
dreds of hours have been expended on discussions and negotiations, 
and, Mr. Chairman, I believe that we are close to resolution. 

For example, all parties recognize that gaming has become an 
enterprise upon which many State governments across this land in- 
creasingly rely so that these governments may provide a full range 
of governmental services to their citizens. 

What was once strictly a private commercial enterprise is neither 
solely private nor commercial any longer. Whether we may like it 
or not, in this Nation, govemmentally-sponsored and govern- 
mentally-conducted gaming is growing geometrically each year, and 
so tribal governments have begun to join their sister State govern- 
ments in this enterprise. 

In this process of discussion and negotiation, all parties appear 
to desire greater certainty in the determination of wnat games are 
permitted to be played under the laws of each State. All parties 
recognize that for those States that do not elect to enter into tribal- 
State compacts, there must be an alternative process for securing 
authority to conduct Class III gaming on Indian lands. All parties 
strongly endorse the most stringent regulation of gaming and the 
need for comprehensive and cooperative law enforcement. Through 
this process of discussion and negotiation, we have found that there 
are more interests in common and fewer over which there is a dif- 
ference in perspective. 

On October 19, we will have a meeting of all the principals, and 
I am hopeful that at this meeting we may come forth with some 
final resolution of the matter before us. We are working towards 
that end, and, if I may, through these means, I would like to thank 
all of the parties for their many hours of patient effort and dedica- 
tion to this process. 

Mr. Chairman, I am aware that most Americans are surprised to 
learn that Indians are sovereign. While Indians live on lands that 
have been set aside for them and, for the most part, held in trust 
by our Government, many of these sovereign Indian nations collect 
taxes, they enact ordinances and laws, they have the power and 
authority to arrest, to levy fines and impose punishment, they have 
the power to regulate the environment, to administer education 
and health care programs, they have the power to operate judicial 
systems and to enter into the agreements and compacts with other 
governments. 

Mr. Chairman, in recent months I have spoken before various 
groups and councils advocating the right of Indian nations to estab- 
lish and conduct gaming operations in those States that do not 
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criminally prohibit such activities. In a sense, I find myself a bit 
uncomfortable in this role because throughout my adult life I have 
opposed gaming as a means of raising revenue to support govern- 
ment activities. As you may know, the State of Hawaii prohibits all 
forms of gaming, including bingo. 

Mr. Chairman, however, in the case of Indian nations, I support 
the tribes in their gaming activities because I believe that we as 
a nation have failed in our job of upholding ouf responsibilities and 
obligations. 

In the 800 treaties that we have either ignored or violated, we 
promised the Indians that in exchange for the hundreds of millions 
of acres that they ceded to us we would protect them, assure their 
security, and provide for their general welfare, but history shows 
that we have failed and failed miserably. 

Instead, we participated in massacres, we did not come to their 
aid in times of pestilence and starvation, and so today Indian na- 
tions that once flourished and numbered in excess of 10 million 
people have little more than 2 million in their population. In com- 
parison, every ethnic group in the United States has increased in 
size over the past 200 years. 

But in this great country of ours, the Indian unemployment is 
the highest, their health statistics are the worst, their economic 
conditions know no equal, and yet, Mr. Chairman, in all of the 
wars of this century in which we have participated, Indian people 
have, in the spirit of brotherhood, volunteered to serve in every one 
of them. In fact, on a per capita basis, there are more veterans in 
Indian country than in the rest of this Nation. On a per capita 
basis, more Indians have given their lives and their limbs in the 
service of our country than any other ethnic group. 

Mr. Chairman, clearly they have paid their dues. I believe the 
time has come for this Nation to reciprocate, and I thank you once 
again for this opportunity, and I thank my colleague from Hawaii 
for his very generous remarks. Thank you very much, sir. 

[Prepared statement of Mr. Inouye follows:] 
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STATEMENT OF SENATOR DANIEL K. INOUYE 
CHAIRMAN, COMMITTEE ON INDIAN AFFAIRS 
UNITED STATES SENATE 
BEFORE THE OCTOBER 5, 1993 HEARING 

OF THE 

SUBCOMMITTEE ON NATIVE AMERICAN AFFAIRS 
COMMITTEE ON NATURAL RESOURCES 
U5. HOUSE OF REPRESENTATIVES 

MR. CHAIRMAN, AND MEMBERS OF THE SUBCOMMITTEE ON NATIVE AMERICAN 
AFFAIRS, SENATOR McCAIN AND I ARE MOST GRATEFUL TO YOU FOR YOUR 
INVITATION TO SHARE OUR THOUGHTS WITH YOU ON THE MATTER THAT IS BEFORE 
YOUR COMMITTEE TODAY - INDIAN OAMING. 

WHILE SENATOR McCAIN WILL PRESENT TO YOU AN ANALYSIS OF THE HISTORY 
AND CONDITIONS THAT LED TO THE NOW-FAMOUS SUPREME COURT RULING IN THE 
CABAZON CASE, I WILL TRY TO BRIEFLY SHARE WITH YOU MY THOUGHTS ON WHY I 
FEEL THE GOVERNMENT OF THE UNITED STATES, OF WHICH WE ARE A PART, PLAYS AN 
IMPORTANT ROLE IN THE FURTHERANCE OF THE GENERAL WELFARE OF (NDIAN 
PEOPLE. 

ALTHOUGH IT SEEMS TRITE AND REDUNDANT TO SAY SO. IT MUST BE REPEATED 
OFTEN ENOUGH SO THAT ALL AMERICANS WILL ALWAYS KEEP IN MIND THAT INDIANS 
WERE HERE BEFORE THE EUROPEANS - THAT THIS WAS THEIR WORLD. 

THAT IN THIS WORLD THEY ESTABLISHED AND MAINTAINED SOVEREIGN 
GOVERNMENTS -- GOVERNMENTS THAT FLOURISHED ~ GOVERNMENTS THAT WERE 
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LED BY PEOPLE WHO WERE HIGHLY SOPHISTICATED AND TALENTED. 

WE SHOULD REMIND OURSELVES THAT IN RECOGNITION OF THIS REALITY, 
WHEN THE CONSTITUTION OF THE UNITED STATES WAS DRAFTED, OUR FOUNDING 
FATHERS SPECIFICALLY INCLUDED THE NATIVE PEOPLES OF THIS LAND AND SET 
FORTH THE FOUNDATION OF WHAT WE NOW CALL THE TRUST RELATIONSHIP. 

AND IN SUBSEQUENT LAWS AND SUPREME COURT RULINGS, THIS TRUST 
RELATIONSHIP HAS BEEN CONSISTENTLY UPHELD. EVEN DURING THE DARK DAYS OF 
THE SO-CALLED "INDIAN WARS". 

IN RECOGNIZING THIS SPECIAL RELATIONSHIP, OUR GOVERNMENT - MORE 
IMPORTANTLY - RECOGNIZED THE SOVEREIGN NATURE OF THE GOVERNMENTS OF 
NATIVE PEOPLES. THIS FACT MUST BE EMPHASIZED AGAIN AND AGAIN. INDIAN 
NATIONS ARE SOVEREIGN. 

TO THAT END, OUR PREDECESSORS IN THE CONGRESS, DURING THE LAST 
CENTURY AND THE CENTURY PRIOR TO THAT, ENTERED INTO NEGOTIATIONS WITH 
THESE SOVEREIGN TRIBES - CULMINATED BY THE SIGNING OF SOLEMN TREATIES. 

IT HAS BEEN SAID THAT THE GOVERNMENT OF THE UNITED STATES SOLEMNLY 
ENTERED INTO 800 TREATIES WITH THE VARIOUS TRIBES AND NATIONS OF INDIAN 
COUNTRY. LIKE ALL TREATIES. WE MADE PROMISES, AND THE INDIANS MADE 
PROMISES. 

IN EACH CASE, WE EXPECTED THE INDIANS TO LIVE UP TO THEIR PROMISES, BUT 
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I AM SAD TO REPORT, THAT OF THE 800 TREATIES, 430 WERE IGNORED BY MY 
PREDECESSORS IN THE UNITED STATES SENATE - THE MEMBERS OF THE SENATE 
SIMPLY REFUSED TO ACT UPON THEM. 

OF THE 370 THAT WERE RATIFIED, WE, THE UNITED STATES, PROCEEDED TO 
VIOLATE PROVISIONS IN EVERY SINGLE ONE OF THEM. 

NOW WE HAVE THE MATTER OF INDIAN GAMING BEFORE US. AS THE SUPREME 
COURT IN THE CABAZON CASE AND THE UNITED STATES CONSTITUTION AND 
SUBSEQUENTLY-ENACTED LAWS HAVE CLEARLY RECOGNIZED. INDIAN NATIONS ARE 
SOVEREIGN. 

IT IS IN THIS CONTEXT AND IN OUR DESIRE TO UPHOLD THE CONSTITUTION AND 
HONOR THE INTENT OF OUR FOUNDINO FATHERS THAT WE ENACTED THE INDIAN 
GAMING REGULATORY ACT OF 1988. 

HOWEVER, THIS LAW, HAS A FUNDAMENTAL BUT OFTEN UNRECOGNIZED 
ALTERATION TO OUR NATIONAL POLICY OF TRUST RELATIONSHIP. 

IN A REAL SENSE, THE RELATIONSHIP - WHEN IT CONCERNS THE CONDUCT OF 
GAMING ACTIVITIES ON INDIAN LANDS - SHOULD HAVE BEEN BETWEEN THE FEDERAL 
GOVERNMENT AND INDIAN NATIONS. 

HOWEVER, BECAUSE OF THE COMPLEX VARIETY IN THE LAWS OF THE FIFTY 
STATES, WE SOON FOUND THAT IT WAS ALMOST IMPOSSIBLE TO DEVELOP A FEDERAL 
LAW OR STANDARD THAT WOULD APPLY IN A CONSISTENT AND UNIFORM MANNER IN 
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ALL FIFTY STATES. 

SOME STATES HAVE LOTTERIES, SOME HAVE THE FULL ARRAY OF CASINO 
OPERATIONS, AND SOME, LIKE MY HOME STATE, HAVE NO OAM ING AT ALL 

AND SO, WITH THE FULL UNDERSTANDING OF THE INDIAN NATIONS, WE 
ENACTED A LAW THAT CALLED FOR COMPACTS TO BE ENTERED INTO BY THE 
SOVEREIGN ENTITIES - STATES AND INDIAN NATIONS. 

« 

SINCE JULY OF THIS YEAR, UNDER THE SPONSORSHIP OF THE COMMITTEE ON 
INDIAN AFFAIRS, REPRESENTATIVES OF THE NATIONAL GOVERNORS ASSOCIATION, 
REPRESENTATIVES OF THE NATIONAL ASSOCIATION OF ATTORNEYS GENERAL 
REPRESENTATIVES OF THE FEDERAL GOVERNMENT AND REPRESENTATIVES OF TRIBAL 
GOVERNMENTS HAVE COME TOGETHER TO CLARIFY QUESTIONS THAT HAVE ARISEN 
AS A RESULT OF THE IMPLEMENTATION OF THIS LAW. 

MEETINGS HAVE BEEN HELD IN WASHINGTON, D.C, AND IN WASHINGTON STATE, 
AND IN NEW MEXICO. 

COUNTLESS HUNDREDS OF HOURS HAVE BEEN EXPENDED ON DISCUSSIONS AND 
NEGOTIATIONS, AND IT WOULD NOW APPEAR THAT WE ARE CLOSE TO RESOLUTION. 

FOR EXAMPLE, ALL PARTIES RECOGNIZE THAT GAMING HAS BECOME AN 
ENTERPRISE UPON WHICH MANY STATE GOVERNMENTS ACROSS THIS LAND 
INCREASINGLY RELY, SO THAT THESE GOVERNMENTS MAY PROVIDE A FULL RANGE OF 
GOVERNMENTAL SERVICES TO THEIR CITIZENS. 
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WHAT WAS ONCE STRICTLY A PRIVATE COMMERCIAL ENTERPRISE IS NEITHER 
SOLELY PRIVATE NOR COMMERCIAL ANY LONOER. 

AND WHETHER WE MAY LUCE IT OR NOT, IN THIS NATION, GOVERNMENT ALLY- 
SPONSORED AND OOVERNMENTALLY-CONDUCTED O AMINO IS OROWINO 
GEOMETRICALLY EACH YEAR. 

TRIBAL GOVERNMENTS HAVE BEOUN TO JOIN THEIR SISTER STATE 
GOVERNMENTS IN THIS ENTERPRISE 

IN THIS PROCESS OF DISCUSSION AND NEGOTIATION, ALL PARTIES APPEAR TO 
DESIRE GREATER CERTAINTY IN THE DETERMINATION OF WHAT OAMES ARE 
PERMITTED TO BE PLAYED UNDER THE LAWS OF EACH STATE. 

ALL PARTIES RECOGNIZE THAT FOR THOSE STATES THAT DO NOT ELECT TO 
ENTER INTO TRIBAL-STATE COMPACTS, THERE MUST BE AN ALTERNATIVE PROCESS 
FOR SECURING AUTHORITY TO CONDUCT CLASS III GAMING ON INDIAN LANDS. 

ALL PARTIES STRONGLY ENDORSE THE MOST STRINOENT REGULATION OF 
GAMINO, AND THE NEED FOR COMPREHENSIVE AND COOPERATIVE LAW 
ENFORCEMENT. 

THROUOH THIS PROCESS OF DISCUSSION AND NEGOTIATION, WE HAVE FOUND 
THAT THERE ARE MORE INTERESTS IN COMMON, AND FEWER OVER WHICH THERE IS A 
DIFFERENCE IN PERSPECTIVE 
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ON OCTOBER THE 19TH, WE WILL HAVE A MEETINO OF ALL OF THE PRINCIPALS 
AND I AM HOPEFUL THAT AT THIS MEETINO, WE MAY COME FORTH WITH SOME FINAL 
RESOLUTION OF THE MATTER BEFORE US AND WE ARE WORKJNO TOWARDS THAT 
END. 


AND IF I MAY, THROUGH THESE MEANS, I WOULD LIKE TO THANK AND 
CONGRATULATE ALL OF THE PARTIES FOR THEIR MANY HOURS OF PATIENT EFFORT 
AND DEDICATION TO THE PROCESS. 

I AM AWARE THAT MOST AMERICANS SURPRISED TO LEARN OF INDIAN 

SOVEREIGNTY. WHILE INDIANS MVE ON LANDS THAT HAVE BEEN SET ASIDE FOR 
THEM AND FOR THE MOST PART HELD IN TRUST BY OUR GOVERNMENT, MANY OF 
THESE SOVEREIGN INDIAN NATIONS COLLECT TAXES, ENACT ORDINANCES, HAVE THE 
POWER AND AUTHORITY TO ARREST, TO LEVY FINES AND IMPOSE PUNISHMENT, TO 
REGULATE ENVIRONMENTAL QUALITY, TO ADMINISTER EDUCATION AND HEALTH 
CARE PROGRAMS, TO OPERATE JUDICIAL SYSTEMS, AND TO ENTER INTO AGREEMENTS 
AND COMPACTS WITH OTHER GOVERNMENTS. 

MR. CHAIRMAN, IN RECENT MONTHS, I HAVE SPOKEN BEFORE VARIOUS GROUPS 
AND COUNCILS ADVOCATING THE RIGHT OF INDIAN NATIONS TO ESTABLISH AND 
CONDUCT GAMINO OPERATIONS IN THOSE STATES THAT DO NOT CRIMINALLY 
PROHIBIT SUCH ACTTVITIES. 

IN A SENSE, I FIND MYSELF A BIT UNCOMFORTABLE IN THIS ROLE BECAUSE 
THROUGHOUT MY ADULT LIFE, I HAVE OPPOSED GAMING AS A MEANS OF RAISING 
REVENUE TO SUPPORT GOVERNMENTAL ACTIVITIES. 
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AS YOU MAY KNOW, THE STATE OF HAWAII PROHIBITS ALL FORMS OF O AMINO, 
INCLUDINO BINGO. 

HOWEVER, IN THE CASE OF THE INDIAN NATIONS, l SUPPORT THE TRIBES IN ALL 
OF THEIR ACTIVITIES, BECAUSE I BELIEVE THAT WE AS A NATION HAVE FAILED IN OUR 
JOB OF UPHOLDINO OUR RESPONSIBILITIES. 

IN THE 800 TREATIES THAT WE HAVE EITHER IGNORED OR VIOLATED, WE 
PROMISED THE INDIANS THAT IN EXCHANGE FOR THE HUNDREDS OF MILLIONS OF 
ACRES THAT THEY CEDED TO US, WE WOULD PROTECT THEM, ASSURE THEIR SECURITY 
AND PROVIDE FOR THEIR GENERAL WELFARE 

BUT HISTORY SHOWS THAT WE HAVE FAILED MISERABLY. INSTEAD, WE 
PARTICIPATED IN MASSACRES. WE DID NOT COME TO THEIR AID IN TIMES OF 
PESTILENCE AND STARVATION. AND SO TODAY, INDIAN NATIONS THAT ONCE 
NUMBERED IN EXCESS OF 10 MILLION PEOPLE HAVE LITTLE MORE THAN 2 MILLION IN 
THEIR POPULATION. 

IN COMPARISON, EVERY ETHNIC GROUP IN THE UNITED STATES HAS INCREASED 
IN SIZE OVER THE PAST 200 YEARS. BUT IN THIS GREAT COUNTRY OF OURS, THE 
INDIAN UNEMPLOYMENT IS THE HIGHEST, THEIR HEALTH STATISTICS ARE THE WORST, 
THEIR ECONOMIC CONDITIONS KNOW NO EQUAL. 

AND YET, MR CHAIRMAN, IN ALL OF THE WARS OF THIS CENTURY, THE INDIAN 
PEOPLE HAVE, IN THE SPIRIT OF BROTHERHOOD, HELPED US IN EVERY WAR. 
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ON A FER CAPITA BASIS THERE ARE MORE VETERANS IN INDIAN COUNTRY THAN 
IN THE REST OF THE NATION. ON A PER CAPITA BASIS, MORE INDIANS HAVE GIVEN UP 
THEIR LIVES AND THEIR LIMBS THAN ANY OTHER ETHNIC GROUP. 

MR. CHAIRMAN, THEY HAVE PAID THEIR DUES. I BELIEVE THE TIME HAS COME 
FOR THIS NATION TO RECIPROCATE. 
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Mr. Richardson. Thank you, Senator Inouye. 

The chair recognizes the distinguished vice chairman, my col* 
league and neighbor from Arizona, John McCain. 

STATEMENT OF HON. JOHN McCAIN, A U.S. SENATOR FROM 

THE STATE OF ARIZONA, AND VICE CHAIRMAN, SENATE 

COMMITTEE ON INDIAN AFFAIRS 

Senator McCain. Thank you, Mr. Chairman, and I want to thank 
you for holding this hearing. I also want to express my appreciation 
for your and Congressman Thomas’s stewardship of a much needed 
Subcommittee on Indian Affairs. We appreciate the working rela- 
tionship that we have, and I am optimistic about our ability to con- 
tinue to work on behalf of Native Americans not only on this issue 
but many others, and I am grateful for the many-year commitment, 
Mr. Chairman, you have had to Native Americans both in your 
State and mine. 

Mr. Chairman, I want to just discuss the Act with you for a 
minute and then talk about one of the major issues of this hearing, 
and that is the issue of organized crime and its involvement in In- 
dian gaming. 

As you know, Mr. Chairman, the Cabazon decision held that if 
a State civilly regulates any form of gaming, then the tribes in that 
State can engage in that activity free of State regulation. Remem- 
ber that all of this began with the Cabazon decision. The Cabazon 
decision also held that if a State law criminally prohibits a form 
of gambling, then the tribes within that State cannot engage in 
that activity. 

Let’s make it dear, Mr. Chairman. If a State wants to criminally 
prohibit gaming in tneir State, then the Indians cannot engage in 
gaming in that State, and that is something, I think, that is ne- 
glected quite a bit. 

Under the Act, as you know, it says that the States can deter- 
mine what gaming activity is permitted, and at the insistence of 
the States in the non-Indian gaming industry, the Act further re- 
stricted tribal rights by requiring a tribal-State compact for most 
forms of gaming, except bingo ana pull tabs. 

Mr. Chairman, let the record show that the Act has worked well 
in those States where the parties wanted it to work. There are now 
76 compacts in 12 States in this country, 12 in my own State of 
Arizona, and where the State and Indian interests have come to- 

g ether and sat down and negotiated in honest good faith, there 
ave been successful compacts agreed to. 

Let me also mention, Mr. Chairman, what you said at the begin- 
ning of the hearing. Acddental deaths, the death rate of Indians 
is 295 percent greater than U.S. rates; the suicide rate among Indi- 
ans is 95 percent greater, high school dropout, 35 percent greater: 
unemployment; and on and on. The statistics are appalling ana 
egregious and outrageous, and you and I and Senator lnouye, and 
every member of this committee has worked for years on the an- 
swer, and the answer is economic development, and we have failed, 
and all you have to do is visit a reservation in your State or mine, 
and we know that we have failed. 

What has provided funds for these much needed programs? Not 
the Federal Government but Indian gaming. I don’t tike Indian 
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gaming, you don’t like Indian gaming, others may not like Indian 
gaming. The fact is, Indian gaming has provided much needed rev- 
enues to provide these people with an opportunity which we owe 
all of our citizens. 

I just want to finally, Mr. Chairman, talk about one issue, the 
possibility or likelihood of organized crime infiltration into Indian 
gaming. Senator Inouye’s leadership led us to a hearing on March 
18, 1992. One of the witnesses was Mr. Paul Maloney, senior coun- 
sel for policy of the Criminal Division of the Justice Department. 
Mr. Chairman, I ask unanimous consent that his entire statement 
be made part of the record. 

Mr. Richardson. Without objection. 

[Prepared statement of Mr. Maloney follows:] 
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Hr. Chairman and Members of the Committee 


m 

Hy name is Paul L. Maloney, and 1 am Senior Counsel for Policy 
in the Department of Justice Criminal Division. With me once again 
is the Honorable Linda A. Akers, United States Attorney for the 
District of Arizona and Chair of the Indian Affairs Subcommittee of 

the Attorney General's Advisory Committee of United States 

^ - ■ ■ ■ 

Attorneys. Also accompanying me is Jim E. Moody, Chief of the 
Organized Crime Section of the Federal Bureau of Investigation* 

As I stated in my testimony on February 5th, the Department of 
Justice is dedicated to respond promptly to serious and flagrant 
non-compliance with Indian gaming lavs. The Department of Justice 
will utilize its enforcement weapons against operations conducted 
without tribal sanctions or where there is evidence of organized 
crime infiltration, skimming or other forms of crime. For example, 

4 * 

several prosecutions were brought against private entrepreneurs 
operating casinos in violation of tribal, state and federal laws on 
the St. Regis Mohawk reservation in the northern District of New 
York; casinos operated without tribal authority were closed down in 
the District of Montana and the Eastern District of Oklahoma; a 
casino operation in the Northern District of California was closed 
down when reports of skimming by the manager, allegedly an 
associate of organized crime figures, was investigated; and, in the 
Southern District of California, an Indian official was convicted 
of embezzlement, and his wife of income tax violations, arising out 
of his skimming from the tribal gaming establishment he managed. 
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But I wish to reiterate and emphasize what I stated earlier: 
* 

The perception in the media and elsewhere that Indian gaming 
operations are rife with serious criminality does not stand up 
under close examination. Under analysis, the contention breaks 
down into three assertions - that the tribal games have been 
infiltrated by organized crime families; that, they have been 
victimized by criminal elements not associated with the major crime 
families; or that the tribes are conducting illegal gaming. 

Insofar as organized crime is concerned, the Department of 
Justice believes that to date there has not been a widespread or 
successful effort by organized crime to infiltrate Indian gaming 
operations. For several years the FBI has focussed its efforts on 
monitoring those organizations and their associates to apprehend 
them as they engage in illegal activity or attempt to infiltrate 
legitimate enterprises. This kind of investigation revealed the 
attempt - which did not succeed - to infiltrate the gaming 
operation of the Rincon Band in California that I informed you last 
time resulted in the indictment of ten men on charges of 
racketeering, extortion, mail fraud and wire fraud. The FBI, 
moreover, informs me that there are at present fewer than five open 
investigations of' organized crime family activity relating to 
gaming on Indian lands. As monitoring those families is one of the 
FBI’s highest priorities, I am confident that should evidence of 
federal crime develop it will be fully investigated and referred to 
the United States Attorneys for appropriate action. 
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Furthermore, there has also been little evidence of criminal 

» 

activity committed by criminal elements not associated with the 
major organized crime families. Again, on those occasions when 
such allegations have been brought to our attention, they have been 
investigated, and when sufficient evidence is developed for 
conviction, we have not hesitated to prosecute. One such case is 
that of the Indian official who skimmed the receipts of his tribe's 
bingo hall. I am informed that there are a handful of 
investigations into allegations of similar misconduct now being 
conducted. 

Finally, ve come to the assertion of "illegal gaming." This 
label also covers different kinds of regulatory violations. One 
set is gaming that is not operated under tribal auspices, and 
therefore cannot be legal under any circumstances. To my 
)cnovledge, all such operations have been shut down. They include 
the St. Regis casinos and those on Crow and Choctaw lands. 

The other set of allegedly illegal gaming is gaming under 
tribal auspices. It would appear that all of the games so 
identified are instances in which the characterization of the 
gaming as illegal means gaming believed to fall in class III under 
the Indian Gaming Regulatory Act (IGRA) that is being conducted 
without the benefit of a compact negotiated with the state. In 
some cases the classification is in dispute, with the tribes 
claiming it properly falls in class II. Until the National Indian 
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Gaming Commission (NXGC) issues its final definition regulations 
later this year, it cannot be said with positive assurance that 
such gaming is not class II. In other instances of adnitted class 
III gaming, the state and tribes are in the course of negotiation 
that vill result in compacts allowing or disallowing the games. In 
still other cases the state has declined to include certain gases 
within the compact and the tribe is expected to discontinue the 
games or file suit under the IGRA, if it has not already done so. 

In still other cases suits have been filed because the whole 

» 

negotiation process has reached an impasse. Thus, at the moment, 
as I previously testified, the illegality of the challenged games 
is in doubt or in dispute. In these instances, the United States 
Attorneys are faced with the difficult decision to allocate scarce 
investigative and prosecutorial resources against these alleged 
tribal regulatory violations when there are so few that could not 
colorably* be legitimated under the IGRA through Commission, state 
or judicial action, and are in the process of resolution. 

This can best be demonstrated by a review of the map that 
Senator DeConcini asked me to investigate at the previous hearing. 
That map, incidentally, was prepared by the Department of the 
Interior (DOX) from anecdotal material supplied by its field staff. 
The map is an outline map of the lower 48 states. within the 
outlines of nine states are a total of 41 orange dots which the key 
identifies as signifying "illegal gaming." The characterization of 
gaming as illegal represents informal information which may or may 
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not prove correct (e.g., that the gaming is class III) or upon a 

♦ 

fact situation that is in flux (e.g., no compact is in existence)* 
He have examined the status of the gaming activity represented by 
each of the orange dots and in most instances the tribes are either 
in the process of negotiation with the state or the tribes have 
filed suit against the state contending that the state has not 
negotiated in good faith. In other instances, where those 
conditions are not present, the operations have been closed down by 
federal and local law enforcement. 

In sun, the informal survey of the Department of the Interior, 
when properly evaluated, does not support a perception that there 
is widespread serious criminal activity involving gaming on Indian 

reservations. What you have is gaining of questionable legality in 

• _ 

the process of moving toward compliance with the IGRA. If the 
tribes and states continue in good faith under the soon to be 
published regulations of the HIGC, these regulatory violations, 
both real and apparent, will cease to exist. 

The Department of Justice does not withdraw its repeated 
warnings that the flow of currency through Indian casinos requires 
continuing vigilance to avert illegal activities such as 
embezzlement, fraud and money laundering and to protect the tribes' 
interests. This is true of non-Indian gaming as well. Strict 
compliance with the scheme of regulation ordained by Congress is of 
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utmost importance to insure the benefits of lawful gaming by the 
Indian tribes. 

'Mr* Chairman, this concludes my statement and I, along with 
Ms. Akers and Mr. Moody, would be glad to answer any questions from 
you and members of the Committee. 



Senator McCain. On page 2 — this is the statement by Mr. 
Maloney — “But I wish to reiterate and emphasize what I stated 
earlier. The perception in the media and elsewhere that Indian 
gaming operations are rife with serious criminality does not stand 
up under close examination. Insofar as organized crime is con- 
cerned, the Department of Justice believes that to date there- has 
not been a widespread or successful effort by organized crime to in- 
filtrate Indian gaming operations. For several years, the FBI has 
focused its efforts on monitoring those organizations and their asso- 
ciates to apprehend them as they engage in illegal activity or at- 
tempt to infiltrate legitimate enterprises. This kind of investigation 
revealed the attempt which did not succeed to infiltrate the gaming 
operation of the Rincon Band in California. I am confident that 
should evidence of Federal crime develop, it will be fully inves- 
tigated and referred to the United States attorneys for appropriate 
action.” 

We also have the commitment from the Justice Department, Mr. 
Chairman, to bring to our attention any serious evidence that 
might indicate organized crime infiltrating. 

Mr. Chairman, I want to say something we all know, wherever 
there is gambling, there is the possibility of infiltration of criminal 
elements, there is just too much temptation there, but to come be- 
fore this committee and allege that organized crime is infiltrating 
the Indian gaming in this county does not stand up with the testi- 
mony of the Department of Justice whom I would rely upon. 

Finally, Mr. Chairman, perhaps the most revered man that you 
and I have had the privilege of serving with was Morris Udall. In 
July of 1988, Morris Udall said the following: “Mr. Speaker, the In- 
dian tribes, using treaties we forced upon them, laws which were 
passed without their consent, and our own courts, sued to vindicate 
their right to self-government so jealously guarded by them and so 
solemnly promised by us. They went to our courts to fight for their 
right to engage in gaming activities without hindrance by State 
governments, and they won. In the economic wasteland of the res- 
ervations that we have fostered, some of the tribes have found a 
small ray of hope for economic betterment, a chance for better 
health, better education, better jobs, a better future, but we can’t 
permit that. Powerful economic forces have mobilized to ensure 
that it does not happen. And what is the justification given for once 
again breaking our word to the Indians? The opponents of Indian 
gaming activities raise the specter of organized crime. In 15 years 
of commercial gaming activity on Indian reservations, there has not 
been one clearly proven case of organized crime infiltrating gaming 
activity. Yes, there has been whispered rumors of such activities, 
and yes, there is potential, and I do share that concern.” 

Finally, Mr. Chairman, let me quote from Mr. Udall in conclu- 
sion. In July 1988, Congressman Mo Udall said, 

I must oppose legislation damaging to Indian self-government and Indian rights. 
It may be that an intransigent non-Indian gaming industry has the economic power 
and political muscle to shove State rule over Inman governments down the throat 
of the tribes or to simply destroy the right by a Federal ban, but it will be done 
without my consent and without my support. 
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Mr. Chairman, it will be done without my consent and without 
my support. I thank you, Mr. Chairman. 

[Prepared statement of Mr. McCain follows:] 
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Mr. Chairman and Members of the Subcommittee, I am pleased 
to be here with you today and I thank you for providing this 
opportunity to appear before you. I also want to associate 
myself with the remarks made by my good friend, Senator Inouye. 


During the 102nd Congress the Senate Committee on Indian 
Affairs held three oversight hearings to determine how the Indian 
Gaming Regulatory Act was being implemented. We have spent much 
of this year engaged in a process aimed at reaching a consensus 
between state, federal and tribal government officials on any 
amendments to the Act which may be necessary to improve its 
implementation. This process has already yielded genuine 
progress and we remain hopeful that it will soon result in an 
agreement on amendments to the Act. 

Based or our experience since the Act was enacted in 1988, I 
think that a few general conclusions can be reached with regard 
to the effectiveness of the Act. First, it is clear that the Act 
has worked well in every state where the parties have made the 
effort to work cooperatively. * On the other hand, where the 
states have refused to negotiate, the Act has not always worked 
well and litigation and bitterness have replaced cooperation and 
successful negotiations. Overall, the Act has now resulted in 76 
compacts in twelve states to govern the operation of Class III 
gaming. In my own State of Arizona, implementation of the Act 
has been difficult and contentious. This year, after several 
years of failed efforts to enter into compacts, the state and 
twelve tribes have now reached final agreements and more 
agreements are likely in the coming months. 

Since 1988, Indian gaming has grown from gross revenues of 
about $1 billion to $6 billion in 1992. Nationwide Indian gaming 
constitutes about 3% of all gaming activity. Net revenues from 
Indian gaming in 1992 were estimated at $750 million and were 
primarily used to provide tribal members with education, health 
care, employment and the infrastructure necessary for economic 
growth and development. 

The second conclusion which can be reached is that the fears 
which have been raised over the years about the infiltration of 
Indian gaming by organized crime are false and unfounded. The 
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Senior Counsel for Policy of the Criminal Division of the 
Department of Justice testified before the Senate Committee on 
Indian Affairs on March 18 , 1992 and stated: 

Insofar as organized crime is concerned, the Department of 
Justice believes that to date there has not been a 
widespread or successful effort by organized crime to 
infiltrate Indian gaming operations. . • . Furthermore, 
there has been little evidence of criminal activity 
committed by criminal elements not associated with the major 
organized crime families. 

The simple fact of the matter is that there has been very little 
criminal activity associated with Indian gaming. In large part 
the reason for this has been the vigilance of the tribal 
governments. They know as well or better than any of us that any 
criminal activity will ruin their chances to make gaming the 
viable economic activity which it has shown it can be on so many 
Indian reservations. 

Mr. Chairman, I believe that it would serve the Subcommittee 
and the entire Congress well to remember the words of our 
colleague, the distinguished former Chairman of the Committee on 
Interior and Insular Affairs, Morris Udall. On July 6, 1988, a 
few short months before the Indian Gaming Regulatory Act was 
enacted. Chairman Udall addressed the House on the issue of 
Indian gaming generally and the fear of organized crime in 
particular: 

Mr. Speaker, the Indian tribes, using treaties we forced 
upon them, laws which were passed without their consent, and 
our own courts, sued to vindicate their right to self- 
government, so jealously guarded by them and so solemnly 
promised by us. They went to our courts to fight for their 
right to engage in gaming activities without hindrance by 
State governments. And they won. 

In the economic wasteland of the reservations that we have 
fostered, some of the tribes have found a small ray of hope 
for economic betterment. A chance for better health, better 
education, better jobs, a better future. But we can't 
permit that. Powerful economic forces have mobilized to 
ensure that it does not happen. 

The most effective way to prevent it is to take away their 
right to self-government to make that choice for themselves 
and to subject them to the laws and the jurisdiction of the 
States. And that is what we are asked to do — to destroy 
that tribal right of self-government by unilaterally 
imposing upon them State rule. 

And what is the justification given for once again breaking 
our word to the Indians? The opponents of Indian gaming 
activities raise the specter of organized crime. In 15 





years of commercial gaming activity on Indian reservations , 
there has not been one clearly proven case of organized 
crime infiltrating Indian gaming* Yes there has been 
whispered rumors of such activity* And yes, there is a 
potential and I too share that concern. 

However the opponents of Indian gaming, with little 
evidence, assert that the infiltration of organized crime is 
a clear and present danger and the only remedy is State 
jurisdiction. They say the Tribes and Federal government 
cannot handle organized crime; only the states can* They 
would have us believe that the FBI, the Justice Department 
and other federal law enforcement agencies cannot do what 
the states can. 

Mr. Chairman, here we are five years after enactment of the 
Indian Gaming Regulatory Act and we find the opponents of Indian 
gaming making the exact same arguments which Chairman Udall noted 
in July of 1988* Even a casual reading of some of the bills 
which have recently been introduced to amend the Act demonstrates 
this fact. For example, the proponents of H.R. 2287, the Gaming 
Regulatory and State Law Enforcement Act of 1993 claim that there 
is a law enforcement crisis in Indian gaming which can only be 
rectified by placing Indian gaming totally under state control 
and greatly limiting Indian gaming activity. There is no law 
enforcement crisis. Legislation of this type is intended to 
destroy Indian gaming. Nothing more and nothing less. 

To this extent, little has changed in the five years since 
the Act became law. On August 3, 1988 the Senate Committee on 
Indian Affairs filed its report on S.555, the bill which became 
the Indian Gaming Regulatory Act. In my Additional Views which 
accompanied the report, I noted that: 

As the debate unfolded, it became clear that the 
interests of the states and of the gaming industry 
extended far beyond their expressed concern about 
organized crime. Their true interest was protection of 
their own games from a new source of economic 
competition.... the States and the gaming industry have 
always come to the table with the position that what is 
theirs is theirs and what the Tribes have is 
negotiable. 


The States and the non-Indian gaming industry prevailed in many 
ways in the Indian Gaming regulatory Act. The Act embodies a 
significant infringement on tribal rights of self-governance. As 
the members of the Subcommittee know, the Act is premised on the 
Supreme Court's decision in the Cabazon case. The Court found 
that if state law criminally prohibits a form of gambling, then 
the tribes within that state may not engage in that activity. If 
on the other hand, state law civilly regulates a form of gaming, 
then the tribes in that state can engage in that activity free 



65 


from state control. The Act takes the Cabazon restriction a step 
further with its requirement that Class III gaming can only be 
conducted pursuant to an approved tribal/state compact. This 
provision was included in the Act over the objections of most 
tribes and at the insistence of the states and the non-Indian 
commercial gaming industry. 

The States, not the Tribal or Federal governments, 
determine what gaming activity, if any, will ultimately be 
permitted. Despite this fact, it is apparent that some states 
and some non-Indian gaming operators are once again anxious to 
destroy Indian gaming to eliminate it as a competitive force. 

If I may, I would like to once again refer to the remarks of 
Chairman Udall in July of 1988: 

... I must oppose legislation damaging to Indian self- 
government and Indian rights. It may be that an 
intransigent non-Indian gaming industry has the economic 
power and political muscle to shove State rule over Indian 
governments down the throat of the tribes or to simply 
destroy the right by a federal ban. But it will be done 
without my consent and without my support. 
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Mr. Richardson. I thank the gentleman. 

The chair recognizes a leader in this House on many issues on 
law enforcement and crime, and we are pleased that the gentleman 
from New Jersey, the Honorable Bill Hughes from the Second Dis- 
trict, is here. 

Please proceed, Bill. 

STATEMENT OF HON. WILLIAM J. HUGHES, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF NEW JERSEY 

Mr. Hughes. Thank you very much, Mr. Chairman. Good morn- 
ing, and thank you very much for inviting me to testify here today 
before this most distinguished subcommittee. 

At the outset, I would like to extend my thanks to you, Chairman 
Richardson, Chairman George Miller, and other members of this 
panel for the courtesies you have extended to me these past several 
months in our discussions about the Indian Gaming Act. 

I am really very pleased that you understand both the problems 
which exist with the current Indian Gaming Regulatory Act and 
the need to make some reforms, particularly in the regulatory as- 
pects of the law. I look forward to continuing our dialogue and to 
working with you to develop remedies which are in the public in- 
terest and are fair and reasonable to all parties involved. 

As the committee knows, it has been six years since Congress 
voted to sanction gambling operations on Indian reservations. 
While I believe the intent oi the law was to balance both the State 
interests, including effective enforcement, and Indian sovereignty 
concern, I feel the Act has fallen short in many respects. 

At the time of enactment, I did not believe that the Act would 
guarantee that a carefully constructed and effective regulatory 
framework would be put in place to keep the gaming activities 
clean and consistent with State laws, regulations, ana economic 
and other interests. I also believed that the compact negotiation 
process for Class 3 gaming was essentially unworkable and would 
merely spawn conflict and litigation. Unfortunately, many of my 
concerns are now realized. 

What started out as an effort to recognize the right of Indian 
tribes to conduct carefully regulated forms of legalized gambling 
has since led to the proliferation of high-stakes gaming activities 
among some 71 tribes in 18 different States without the safeguards 
that would balance all State interests that- we have a right to ex- 
pect. 

I am concerned that many of these gaming operations are not 
subject to adequate licensing, supervisory, or enforcement mecha- 
nisms which are capable of dealing with high-staking gambling and 
the many problems associated with it. This, in turn, has raised se- 
rious concerns that the gaming operations are vulnerable to corrup- 
tion and infiltration of organized crime. Just as importantly, it has 
raised the ire of many local citizens who fear that gaming oper- 
ations are being forced into their communities without their con- 
sent. 

The ambiguity of the law has spawned a proliferation of lawsuits, 
as I mentioned, between Indian tribes and the States rather than 
encouraging the type of good-faith negotiations which were the in- 
tent of tne 1988 Act. 
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While there is some consensus on the problems that the Indian 
Gaming Act has created, there is little agreement on the solutions. 
Indeed, there is no consensus even within the gaming industry in 
my own area, Atlantic City, which is located in the district that I 
have the privilege to represent. 

For that reason, I have asked the New Jersey Casino Associa- 
tion, which has tremendous experience and expertise, to put to- 
gether a working group and to advise me on this most important 
and highly complex issue. Hopefully, this working group can also 
complement the ongoing efforts of the States and Indian tribes to 
resolve their differences, and I salute the Senator, Senator Inouye, 
and Senator McCain, and others who are working with the gov- 
ernors and other interests to try to bring some resolution to this 
very, very difficult and complex issue, or series of issues. 

Task forces have been established by the National Governors As- 
sociation, the Association of Attorneys General, and that is what 
has been involved in the ongoing negotiations, and I am happy that 
we have a meeting, I think scheduled for October 19, that may see 
a resolution of these very difficult issues. I applaud those efforts 
and hope they will lead to a fair, reasonable, and balances resolu- 
tion of the concerns which many of us have raised. 

From my own perspective, I believe that any legislation to amend 
the Indian Gaming Act must embody one basic principle. That is, 
it must protect the integrity of any gaming operation by assuring 
this it adequately regulates and enforces and ensures that it does 
not put other State-regulated interests at a competitive disadvan- 
tage. The latter concern was specifically recognized by the 1988 Act 
as a legitimate and important factor to be considered. 

For instance, in my own State of New Jersey, we have tens of 
thousands of jobs involved, and billions and billions of dollars in 
which our State has a vital interest. It is my belief that States mid 
their citizens have the right to insist that any gaming operation 
within their borders receive the same level of regulatory scrutiny 
that they impose on their own licensees and play by the same rules 
mandated by the State for non-Native American interests in that 
State. 

The reason for this is not so much a sense of fairness to the li- 
censees but that the States clearly have a protectable interest in 
the integrity of all gaming as well as the socioeconomic well-being 
of all of its citizens. 

Moreover, if gaming operations are allowed to take place on an 
Indian reservation at a lower level of scrutiny than that which is 
accorded other gaming operations in the State, that threatens to 
undermine the publics confidence that gaming can be effectively 
run and supervised. 

As long as States are going to be required to agree to a ompact, 
as the Indian Gaming Regulatory Act now provides, thru I believe 
the Indian gaming operations must either subject themselves to the 
jurisdiction of their States’ regulatory system or be required to es- 
tablish a regulatory system of their own which is comparable to the 
States’ in eveiy respect. Indeed, I believe that was the clear intent 
of the 1988 Act. 

Unfortunately, the Act has not worked as well as was intended. 
I believe the New Jersey Casino Control Act offers a model to not 
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only regulate the gaming industry but also to assure the public's 
confidence in the integrity and credibility of the entire industry. 

In fact, I read with great interest this morning after I received 
Jim Moody’s testimony, that he makes the same suggestion. He is 
the section chief, as you know, of the Organized Crime Drug Oper- 
ations Criminal Investigative Division of the Federal Bureau of In- 
vestigation. I believe that that Act in New Jersey is well reasoned, 
it has been tested, and has proven to be effective. 

In New Jersey, enforcement of the Casino Control Act is divided 
among two agencies, the Casino Control Commission, which is in 
charge of licensing and regulatory affairs, and the Division of Gam- 
ing Enforcement, which is the investigative and prosecutorial agen- 
cy. At the present time, the combined staffs of these two agencies 
is in excess of 850 personnel. Their combined budgets are approxi- 
mately $56 million, every penny of which is paid out of fees and 
assessments against the casino industry and its licensees. 

Some of what the Casino Control Commission does is obvious; 
they license the companies and the people who work for the compa- 
nies which run the casinos; they also supervise and set the rules 
for the games; and they are very much involved in supervising the 
passage of money and the control of credit. Those are the core mis- 
sions of the CCC. 

But there is more to the regulatory system in New Jersey than 
just that. The State also licenses and regulates any business that 
does business with the casinos on a regular basis. This includes ca- 
sino-related operations such as those which sell cards or dice to the 
casinos as well as non-gaming businesses including those which 
sell liquor, food, furniture, and so forth. The State investigates 
each of these companies as well as their principal officers. 

In addition, any company which is involved in loaning money to 
a casino to build or finance the construction of a casino, hotel, or 
expand it, must be licensed to do so. As a result, the law blankets 
the casinos themselves, all companies which do business with them 
on a regular basis, and all the financial sources of the casino com- 
panies. 

I point this out because I believe it addresses the three central 
issues in this debate: Where will the regulation of Indian gaming 
activities take place? How will it be paid for? And what form will 
it take? Once again, I believe the New Jersey experience provides 
an excellent model for addressing each of these concerns. 

Certainly there are other side issues to be addressed as well. For 
example, serious questions have been raised about the efforts by 
some tribes to expand their enclaves to lands which are not a part 
of their recognized reservations. I find that particularly troubling. 

At the present time, the Indian Gaming Regulatory Act is not 
providing an adequate level of protection, with some notable excep- 
tions, I might say. Indeed, it contains loopholes and ambiguities 
which cripple its effectiveness. If we don’t act to soon correct the 
deficiencies in the law, it is only a matter of time before the 
public’s confidence in the integrity and acceptance of systems of le- 
galized gaming will be destroyed. If that happens, the implications 
of such a catastrophe will go well beyond the damage to any indi- 
vidual casino or Indian tribe or State. It will undermine the public 
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confidence in our ability to keep organized crime and other ele- 
ments out of this industry. 

Mr. Chairman, those are my overall concerns. I look forward to 
working with you to develop a framework which will enable us to 
address these serious concerns. I thank you again and look forward 
to that kind of cooperative effort that I have seen in the last few 
months. 

Mr. Richardson. I thank the gentleman. 

[Prepared statement of Mr. Hughes follows:! 



70 


TESTIMONY BY THE HONORABLE WILLIAM J. HUGHES , M.C. 
SUBCOMMITTEE ON NATIVE AMERICAN AFFAIRS, OCT. 5. 1993 


THANK YOU VERY MUCH, MR. CHAIRMAN. I AM WILLIAM J. HUGHES, 
MEMBER OF CONGRESS, REPRESENTING NEW JERSEY'S SECOND 
CONGRESSIONAL DISTRICT. I APPRECIATE THE OPPORTUNITY TO TESTIFY 
BEFORE THIS DISTINGUISHED SUBCOMMITTEE TODAY, TO SHARE WITH YOU 
SOME OF MY THOUGHTS AND CONCERNS ABOUT INDIAN GAMING. 

AT THE OUTSET, I WANT TO EXTEND MY THANKS TO YOU, CHAIRMAN 
RICHARDSON, AS WELL AS FULL COMMITTEE CHAIRMAN GEORGE MILLER AND 
OTHER MEMBERS OF THIS PANEL, FOR THE COURTESIES YOU HAVE EXTENDED 
TO ME THESE PAST MONTHS IN OUR DISCUSSIONS ABOUT THE INDIAN 
GAMING ACT. 

I AM VERY PLEASED THAT YOU UNDERSTAND BOTH THE PROBLEMS 
WHICH EXIST WITH THE CURRENT INDIAN GAMING REGULATORY ACT, AND 
THE NEED TO MAKE SOME REFORMS, PARTICULARLY IN THE REGULATORY 
ASPECTS OF THE LAW. I LOOK FORWARD TO CONTINUING OUR DIALOGUE, 
AND TO WORKING WITH YOU TO DEVELOP REMEDIES WHICH ARE IN THE 
PUBLIC INTEREST AND ARE FAIR TO ALL PARTIES INVOLVED. 

AS THE COMMITTEE KNOWS, IT HAS BEEN SIX YEARS SINCE CONGRESS 
VOTED TO SANCTION GAMBLING OPERATIONS ON INDIAN RESERVATIONS. 
WHILE I BELIEVE THE INTENT OF THAT LAW WAS TO BALANCE BOTH THE 
STATE INTERESTS, INCLUDING EFFECTIVE ENFORCEMENT, AND INDIAN 
SOVEREIGNTY CONCERNS, I FEEL THE ACT FELL SHORT OF THAT GOAL. 
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AT THE TIME OF ENACTMENT, I DID NOT BELIEVE THAT THE ACT 
WOULD GUARANTEE THAT A CAREFULLY CONSTRUCTED AND EFFECTIVE 
REGULATORY FRAMEWORK WOULD BE PUT IN PLACE, TO KEEP THE GAMING 
ACTIVITIES CLEAN AND CONSISTENT WITH STATE LAWS, REGULATIONS AND 
ECONOMIC AND OTHER INTERESTS. 

I ALSO BELIEVED THAT THE COMPACT NEGOTIATION PROCESS FOR 
CLASS III GAMING WAS ESSENTIALLY UNWORKABLE, AND WOULD MERELY 
SPAWN CONFLICT AND LITIGATION. UNFORTUNATELY, MANY OF MY 
CONCERNS ARE NOW BEING REALIZED. 

WHAT STARTED OUT AS AN EFFORT TO RECOGNIZE THE RIGHT OF 
INDIAN TRIBES TO CONDUCT CAREFULLY REGULATED FORMS OF LEGALIZED 
GAMBLING, HAS SINCE LED TO A PROLIFERATION OF HIGH-STAKES GAMING 
ACTIVITIES AMONG SOME 71 TRIBES IN 18 DIFFERENT STATES, WITHOUT 
THE SAFEGUARDS THAT WOULD BALANCE ALL STATE INTERESTS THAT WE 
HAVE A RIGHT TO EXPECT. 

I AM CONCERNED THAT MANY OF THESE GAMING OPERATIONS ARE NOT 
SUBJECT TO ADEQUATE LICENSING, SUPERVISORY OR ENFORCEMENT 
MECHANISMS, WHICH ARE CAPABLE OF DEALING WITH HIGH-STAKES 
GAMBLING AND THE MANY PROBLEMS ASSOCIATED WITH IT. THIS, IN 
TURN, HAS RAISED SERIOUS CONCERNS THAT THE GAMING OPERATIONS ARE 
VULNERABLE TO CORRUPTION AND INFILTRATION BY ORGANIZED CRIME. 

JUST AS IMPORTANTLY, IT HAS RAISED THE IRE OF MANY LOCAL 
CITIZENS, WHO FEAR THAT GAMBLING ACTIVITIES ARE BEING FORCED INTO 
THEIR COMMUNITIES WITHOUT THEIR CONSENT. ~ THE AMBIGUITY OF THE 
LAW HAS ALSO SPAWNED A PROLIFERATION OF LAWSUITS BETWEEN INDIAN 
TRIBES AND THE STATES, RATHER THAN ENCOURAGING THE TYPE OF GOOD- 
FAITH NEGOTIATIONS WHICH WERE THE INTENT OF THE 1988 ACT. 
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WHILE THERE IS SOME CONSENSUS ON THE PROBLEMS WHICH THE 
INDIAN GAMING ACT HAS CREATED, THERE IS LITTLE AGREEMENT ON THE 
SOLUTIONS. INDEED, THERE IS NO CONSENSUS EVEN WITHIN THE GAMING 
INDUSTRY IN ATLANTIC CITY, WHICH IS LOCATED IN THE DISTRICT THAT 
I HAVE THE PRIVILEGE TO REPRESENT. 

FOR THAT REASON, I HAVE ASXED THE NEW JERSEY CASINO 
ASSOCIATION— WHICH HAS TREMENDOUS EXPERIENCE AND EXPERTISE— TO 
PUT TOGETHER A WORKING GROUP TO AND ADVISE ME ON THIS MOST 
IMPORTANT AND HIGHLY COMPLEX ISSUES. 

HOPEFULLY, THIS WORKING GROUP CAN ALSO COMPLEMENT THE 
ONGOING EFFORTS OF THE STATES AND INDIAN TRIBES TO RESOLVE THEIR 
DIFFERENCES . 

TASK FORCES HAVE ALSO BEEN ESTABLISHED BY THE NATIONAL 
ASSOCIATION OF ATTORNEYS GENERAL AND THE NATIONAL GOVERNORS 
ASSOCIATION. THESE TASK FORCES AND REPRESENTATIVES OF INDIAN 
TRIBES HAVE BEEN MEETING TO STUDY AND MAKE RECOMMENDATIONS TO THE 
CONGRESS, ON HOW TO IMPROVE THE STATUTORY FRAMEWORK FOR THE 
REGULATION OF GAMBLING ON INDIAN LANDS. 

I APPLAUD THESE EFFORTS AND HOPE THEY WILL LEAD TO A FAIR, 
REASONABLE AND BALANCED RESOLUTION OF THESE CONCERNS WHICH THE 
CONGRESS CAN CONSIDER AND, HOPEFULLY, EMBRACE. 

FROM MY OWN PERSPECTIVE, I BELIEVE THAT ANY LEGISLATION TO 
AMEND THE INDIAN GAMING REGULATORY ACT MUST EMBODY ONE BASIC 
PRINCIPLE. THAT IS, IT MUST PROTECT THE INTEGRITY OF ANY GAMING 
OPERATION BY ASSURING THAT IT IS ADEQUATELY REGULATED AND 
ENFORCED, AND ENSURE THAT IT DOES NOT PUT OTHER STATE-REGULATED 
INTERESTS AT A COMPETITIVE DISADVANTAGE. 
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THE LATTER CONCERN WAS SPECIFICALLY RECOGNIZED BY THE 1988 
ACT AS A LEGITIMATE AND IMPORTANT FACTOR TO BE CONSIDERED. 

IT IS MY BELIEF THAT STATES AND THEIR CITIZENS HAVE THE 
RIGHT TO INSIST THAT ANY GAMING OPERATION WITHIN THEIR BORDERS 
RECEIVE THE SAME LEVEL OF REGULATORY SCRUTINY THAT THEY IMPOSE ON 
THEIR OWN LICENSEES. 

THE REASON FOR THIS IS NOT SO MUCH A SENSE OF FAIRNESS TO 
THE LICENSEES, BUT THAT THE STATES CLEARLY HAVE A PROTECTABLE 
INTEREST IN THE INTEGRITY OF ALL GAMING. 

IF GAMING OPERATIONS ARE ALLOWED TO TAKE PLACE ON AN INDIAN 
RESERVATION AT A LOWER LEVEL OF SCRUTINY THAN THAT WHICH IS 
ACCORDED TO OTHER GAMING OPERATIONS IN THE STATE, THAT THREATENS 
TO UNDERMINE THE PUBLIC'S CONFIDENCE THAT GAMING CAN BE 
EFFECTIVELY RUN AND SUPERVISED. 

AS LONG AS STATES ARE GOING TO BE REQUIRED TO AGREE TO A 
COMPACT, AS THE INDIAN GAMING REGULATORY ACT NOW PROVIDES, THEN I 
BELIEVE THE INDIAN GAMING OPERATIONS MUST EITHER SUBJECT 
THEMSELVES TO THE JURISDICTION OF THEIR STATE'S REGULATORY 
SYSTEM, OR BE REQUIRED TO ESTABLISH A REGULATORY SYSTEM OF THEIR 
OWN WHICH IS COMPARABLE TO THE STATE’S IN EVERY RESPECT. 

INDEED, I BELIEVE THAT WAS THE CLEAR INTENT OF THE 1988 ACT. 
UNFORTUNATELY, THE ACT HAS NOT WORKED AS WELL AS IT WAS INTENDED. 

BY COMPARISON, I BELIEVE THE NEW JERSEY CASINO CONTROL ACT 
OFFERS A MODEL TO NOT ONLY REGULATE THE GAMING INDUSTRY, BUT ALSO 
TO ASSURE THE PUBLIC'S QONFIDENCE IN THE INTEGRITY AND 
CREDIBILITY OF THE ENTIRE INDUSTRY. 
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IN NEW JERSEY, ENFORCEMENT OF THE CASINO CONTROL ACT IS 
DIVIDED AMONG TWO AGENCIES: THE CASINO CONTROL COMMISSION, WHICH 
IS IN CHARGE OF LICENSING AND REGULATORY AFFAIRS; AND THE 
DIVISION OF GAMING ENFORCEMENT, WHICH IS THE INVESTIGATIVE AND 
PROSECUTORIAL AGENCY. 

AT THE PRESENT TIME, THE COMBINED STAFFS OF THESE TWO 
AGENCIES IS IN EXCESS OF 850. THEIR COMBINED BUDGETS ARE 
APPROXIMATELY $56 MILLION, EVERY PENNY OF WHICH IS PAID FOR OUT 
OF FEES AND ASSESSMENTS AGAINST THE CASINO INDUSTRY AND ITS 
LICENSEES. 

SOME OF WHAT THE CASINO CONTROL COMMISSION DOES IS OBVIOUS. 
THEY LICENSE THE COMPANIES AND THE PEOPLE WHO WORK FOR THE 
COMPANIES WHICH RUN CASINOS. THEY ALSO SUPERVISE AND SET THE 
RULES FOR THE GAMES, AND ARE VERY INVOLVED IN SUPERVISING THE 
PASSAGE OF MONEY AND THE CONTROL OF CREDIT. THOSE ARE THE CORE 
MISSIONS OF THE CCC. 

BUT THERE IS MORE TO THE REGULATORY SYSTEM IN NEW JERSEY 
THAN JUST THAT. 

THE STATE ALSO LICENSES AND REGULATES ANY BUSINESS THAT DOES 
BUSINESS WITH THE CASINOS ON A REGULAR BASIS. THIS INCLUDES 
GAMING-RELATED OPERATIONS, SUCH AS THOSE WHICH SELL CARDS OR DICE 
TO THE CASINOS, AS WELL AS NON-GAMING BUSINESSES, INCLUDING THOSE 
WHICH SELL THEM LIQUOR, FOOD, FURNITURE, AND SO FORTH. THE STATE 
INVESTIGATES EACH OF THESE COMPANIES AS WELL AS THEIR PRINCIPAL 


OFFICERS. 




75 


- 6 - 

IN ADDITION, ANY COMPANY WHICH IS INVOLVED IN LOANING MONEY 
TO A CASINO TO BUILD OR FINANCE THE CONSTRUCTION OF A CASINO- 
HOTEL, MUST BE LICENSED TO DO SO. AS A RESULT, THE LAW BJ JUNKETS 
THE CASINOS THEMSELVES, ALL COMPANIES WHICH DO BUSINESS WITH THEM 
ON A REGULAR BASIS, AND ALL THE FINANCIAL SOURCES OF THE CASINO 
COMPANIES. 

I POINT THIS OUT BECAUSE I BELIEVE IT ADDRESSES THE THREE 
CENTRAL ISSUES IN THIS DEBATE: WHERE WILL THE REGULATION OF 
INDIAN GAMING ACTIVITIES TAKE PLACE, HOW WILL IT PE PAID FOR, AND 
WHAT FORM IT WILL TAKE. 

ONCE AGAIN, I BELIEVE THE NEW JERSEY EXPERIENCE PROVIDES AN 
EXCELLENT MODEL FOR ADDRESSING EACH OF THESE CONCERNS. 

CERTAINLY THERE ARE OTHER SIDE ISSUES TO BE ADDRESSED AS 
WELL. FOR EXAMPLE, SERIOUS QUESTIONS HAVE BEEN RAISED ABOUT THE 
EFFORTS BY SOME TRIBES TO EXPAND THEIR ENCLAVES TO LANDS WHICH 
ARE NOT A PART OF THEIR RECOGNIZED RESERVATIONS. I FIND THAT 
ESPECIALLY TROUBLING. 

AT THE PRESENT TIME, THE INDIAN GAMING REGULATORY ACT IS NOT 
PROVIDING AN ADEQUATE LEVEL- OF PROTECTION, WITH SOME NOTABLE 
EXCEPTIONS. INDEED, IT CONTAINS LOOPHOLES AND AMBIGUITIES WHICH 
CRIPPLE ITS EFFECTIVENESS. 

IF WE DON'T ACT SOON TO CORRECT THE DEFICIENCIES IN THE LAW, 
IT IS ONLY A MATTER OF TIME BEFORE THE PUBLIC'S CONFIDENCE IN THE 
INTEGRITY AND ACCEPTANCE OF SYSTEMS OF LEGALIZED GAMING WILL BE 
DESTROYED. 
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IF THAT HAPPENS, THE IMPLICATIONS OF SUCH A CATASTROPHE WILL 
GO WELL BEYOND THE DAMAGE TO ANY INDIVIDUAL CASINO OR INDIAN 
TRIBE OR STATE. IT WILL UNDERMINE THE PUBLIC CONFIDENCE IN OUR 
ABILITY TO KEEP ORGANIZED CRIME AND OTHER ELEMENTS OUT OF THIS 
INDUSTRY. 

MR. CHAIRMAN, THESE ARE MY OVERALL CONCERNS. I LOOK FORWARD 
TO WORKING WITH YOU TO DEVELOP A FRAMEWORK WHICH WILL ENABLE US 
TO ADDRESS THESE CONCERNS. THANK YOU AGAIN FOR ALLOWING ME TO 
APPEAR BEFORE YOU TODAY. 


# * # 






77 


Mr. Richardson. The chair recognizes the gentlelady from New 
Jersey, a very distinguished member of this body. 

STATEMENT OF HON. MARGE ROUKEMA, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW JERSEY 

Mrs. Roukema. Thank you, Mr. Chairman. I am certainly deeply 
grateful to you, Chairman Richardson, for permitting me the oppor- 
tunity to share this testimony today with the subcommittee. 

The proliferation of Indian gambling is a serious national issue, 
and it is a very serious issue in New Jersey, particularly in my 
Fifth Congressional District. Gaming, casino or otherwise, can 
produce serious consequences for the host community. 

It would take months to address all the sociological, economic, 
moral, legal, and law enforcement problems associated with gam- 
bling. These issues are so serious to the citizens of New Jersey that 
when casino gambling was proposed for Atlantic City, the question 
was subject to Statewide referendum, and an amendment to the 
State Constitution was required. 

While I hope that the subcommittee will address each of the 
aforementioned issues in subsequent hearings, I come before you 
today to discuss a situation presently pending in my district which 
has broad Indian gaming ramifications and which raises some seri- 
ous questions, in my opinion, about illicit financing of some Indian 
gaming operations. 

A group of people residing in parts of my district have been seek- 
ing Federal recognition as a Federal Indian tribe for nearly 20 
years. When representatives of the Ramapough Mountain People 
first approached me in the mid- 1980’s, seeking a private bill rec- 
ognizing the group as an Indian tribe, I was skeptical of the mo- 
tives behind their drive for recognition. After all, this was a clear 
attempt to circumvent normal procedures. 

To this day, the leaders of the Ramapough community have 
maintained that their sole reason for seeking Federal acknowledg- 
ment is to improve their housing, education, and social welfare. 
However, from my very first discussions with the group almost 10 
years ago, it has been quite clear to me their sole interest in Fed- 
eral acknowledgment is to circumvent local. State, and Federal ju- 
risdiction for the sole purpose of establishing casino gambling in 
Bergen County, New Jersey. 

No member of the group has ever contacted my office to discuss 
improvement in housing or education. They are integrated with the 
local communities and have been for some time. 

On November 20, 1985, representatives of the Ramapough people 
signed a 15-year contract with Rory Management Corporation of 
Elizabeth, New Jersey. The purpose was to finance the group’s Fed- 
eral lobbying efforts in return for a percentage of future gaming op- 
eration profits. 

At the time, the president of Rory Management Corporation was 
a Mr. Robert Frank of Miami, Florida, who, shortly after signing 
the Ramapough agreement, resigned as president of a similar firm 
under allegations of criminal involvement with a California Indian 
tribe’s gaming operations. 
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Subsequent newspaper reports indicated that Rory Management 
Corporation was prepared to spend several million dollars in order 
to secure Federal recognition, land, and gaming facilities for the 
Ramapough group. Mr. Frank was to receive 49 percent of the 
gaming profits. The Ramapoughs were guaranteed $29 million over 
15 years. 

On September 13, 1993, an article appeared in the New Jersey 
Law Journal documenting Mr. Frank’s ties to organized crime. Ac- 
cording to the Journal, he has had long-standing ties to Mafia 
bosses. 

Mr. Chairman, I would like unanimous consent to have the New 
Jersey law article entered into the record. 

Mr. Richardson. Without objection. 

[The article follows:] 
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Mrs. Roukema. Representatives of the Ramapough group claim 
all official contact with Mr. Frank and his company have ceased 
since 1991. However, the same Ramapough officials recognize him 
as a close friend of the group, and they suggest that Mr. Frank will 
assume an official capacity with the group should the Bureau on 
Indian Affairs grant the Ramapoughs Federal acknowledgment. 

Clearly, Mr. Frank and his associates are not far removed from 
the Ramapough efforts and somebody is continuing to pay large 
sums of money for a Washington lobbyist to manage the 
Ramapoughs’ petition that is currently before the BIA. 

It should be noted in fairness that not all of the Ramapough peo- 
ple supported the contract. For those who were in opposition, I 
deeply regret that the Ramapough people may be pawns in a high- 
ly organized effort to bring high-stakes gambling to northern New 
Jersey. 

Many local officials and citizens in the affected areas of my dis- 
trict have contacted my office in absolute alarm over their inability 
to take action against, or simply manage the arrival of, high-stakes 
gambling in their back yards not to mention all of the societal ills 
that may accompany it. 

Is it fair to ask the taxpayers to pay for increased law enforce- 
ment when they have no control over the gaming decisions? 

Mr. Chairman, I am sure that we can all agree, Federal acknowl- 
edgment as a Native American tribe is a serious matter. Native 
American recognition and benefits should only be granted to people 
with legitimate claim to it and to groups who have a general inter- 
est in preserving their culture ana heritage, not for the purpose of 
exploiting the Indian Gaming Regulatory Act. 

Failure to control the growing number of spurious claims to fed- 
eral Native American status, brought about by the lure of big 
money from high-stakes gaming following approval of the Indian 
Gaming Regulatory Act, only denigrates the proud heritage of our 
Nation’s first inhabitants. 

In making this distinction, I realize the Indian gaming experi- 
ences of an established, historically recognized, tribe, free from the 
coercion of unsavory interests seeking to make a fast dollar, may 
differ from those of an upstart group seeking Federal Native Amer- 
ican status. 

However, the subcommittee must realize that while tribal sov- 
ereignty may not significantly affect citizens’ rights on a large res- 
ervation in a rural area, it absolutely tramples the rights of tax- 
paying citizens in crowded urban and suburban areas such as Ber- 
gen County, New Jersey. 

Whether the subcommittee wishes to recognize it or not, Indian 
gaming has become a big business. The gaming business, by its 
very nature, attracts speculators and investors with large sums of 
cash. By failing to sufficiently regulate Indian gaming and by ne- 
gating State and local autonomy regarding Indian gaming oper- 
ations, the Federal Government is inviting disreputable individuals 
or organizations to become involved in gaming opera tions. 

Make no mistake, BIA acknowledgment of the Ramapoughs will 
result in Indian gaming in northern New Jersey and it will almost 
surely bring organized crime with it under these circumstances. 
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I believe the current example from my district in northern New 
Jersey raises many questions about the Federal Indian acknowl- 
edgment process, potential infiltration of organized crime in some 
Indian gaming operations, the lack of Federal oversight for Indian 

?;aming operations, and the need for comprehensive reform of the 
ndian Gaming Regulatory Act. 

Accordingly, I believe Congressman Torricelli’s legislation, H.R. 
2287, the Gaming Integrity and State Law Enforcement Act, de- 
serves full and fair consideration by this subcommittee and the 
House of Representatives. I am a co-sponsor. But, most of all, I be- 
lieve it is time for the Federal Government to allow the citizens of 
each State to reassert control over the proliferation of Indian gam- 
ing operations. 

Thank you, Mr. Chairman, for allowing me to state my observa- 
tions here and to state the concerns on behalf of the citizens of the 
Fifth Congressional District in New Jersev. 

[Prepared statement of Mrs. Roukema follows:] 
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I am grateful to Chairman Richardson for affording me this 
opportunity to share my testimony regarding Indian gaming with the 
Subcommittee on Native American Affairs here today. The proliferation of 
Indian gaming is a serious national issue, it is a serious issue in New 
Jersey, and it is a very serious issue in my congressional district, New 
Jersey's Fifth. 

Gaming, casino or otherwise, can produce serious consequences for the 
host community. It would take months to address the sociological, 
economic, moral, legal, and law enforcement problems associated with 
gambling. These issues are so serious to the citizens of New Jersey that 
when casino gaming was proposed for Atlantic City the question was 
subject to state-wide referendum, and amendment of the state constitution 
was required. 

While I hope the subcomnittee will address each of the aforementioned 
issues in subsequent hearings, I come before you today to discuss a 
situation presently pending in my congressional district, which has broad 
Indian gaming ramifications, and which raises some serious questions 
about illicit financing of some Indian gaming operations. 

A group of people residing in parts of two communities in my 
congressional district have been seeking federal recognition as a federal 
Indian tribe for nearly 20 years. When representatives of the so called, 
■Ramapough Mountain Indians" first approached me in the mid-1980s seeking 
a private bill recognizing the group as an Indian tribe, I was skeptical 
of the motives behind their drive for recognition. 

To this day, the leaders of the Ramapough community have maintained 
their sole reason for seeking federal acknowledgment is to improve their 
housing, education, and social welfare. However, from my very first 
discussions with the group almost ten years ago, it has been quite clear 
to me their sole interest in federal acknowledgment is to circumvent 
local, state, and federal jurisdiction for the purpose of establishing 
casino gamblincLln, Bergen County. New Jersey , 

On November 20, 1985, representatives of the Ramapough people signed 
a 15 year contract with Rory Management Corporation of Elizabeth, New 
Jersey, to finance the group's federal lobbying efforts in return for a 
percentage of future gaining operation profits. At the time, the 
President of Rory Management Corporation was Mr. Robert Frank of Miami, 
Florida, who shortly after signing the Ramapough agreement resigned a3 
President of a similar firm under allegations of criminal involvement 
with a California Indian tribe's gaming operations. 


Subsequent newspaper reports indicated Rory Management Corporation 
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was prepared to spend several million dollars in order to secure federal 
recognition, land, and gaining facilities for the Ramapough group. Frank 
was to receive 49 percent of the gaming operation profits. The 
Ramapoughs were guaranteed $29 million over 15 years. 

A September 13, 1993, article in the New Jersey Law Journal , 
indicates Frank* a ties to organized crime are well established. 

According to the Journal . Frank has "long-standing" ties to Mafia boss 
Anthony Accetturo, head of the New Jersey Luchese crime family, who was 
recently convicted by the state on charges of racketeering, extortion, 
conspiracy, and leading an organized crime family. Some of Accetturo' s 
criminal legacy reportedly involved Indian bingo operations. I will 
submit a copy of this article for the record, and remind the subcommittee 
that none of these accounts have been publicly challenged or refuted. 

Representatives of the Ramapough group claim all official contact 
with Frank and his company ceased in 1951. However, the same Ramapough 
officials recognize him as a close friend of the group, and they suggest 
that Frank will assume an official capacity with the group should the 
Bureau of Indian Affairs (BIA) grant the Ramapoughs federal 
acknowledgment. Clearly, Frank and his associates are not far removed 
from the Ramapough efforts, and somebody is continuing to pay large sums 
of money for a Washington lobbyist to manage the Ramapoughs* petition 
before the BIA. 

It should be noted, not all of the Ramapough people supported the 
contract with Frank. For those in opposition, I deeply regret that the 
Ramapough people may be pawns in a highly organized effort to bring high 
stakes gambling to northern New Jersey. 

Many local officials and citizens, in the affected areas of my 
district, have contacted my office in absolute alarm over their inability 
to take action against, or simply manage, the arrival of high stakes 
gambling in their back yards- -not to mention all of the societal ills 
which accompany it. Is it fair to ask the taxpayers to pay for increased 
law enforcement when they have no control over Indian gaming decisions? 

Mr. Chairman, I am sure we can all agree federal acknowledgment as a 
Native American Indian tribe is a serious matter. Native American 
recognition and benefits should only be granted to peoples with 
legitimate claim to it, and to groups that have a genuine interest in 
preserving their culture and heritage- - NOT for the purpose of exploiting 
the Indian Gaming Regulatory Act. Failure to control the growing number 
of spurious claims to federal Native American status, brought about by 
the lure of big money from high stakes gaming following approval of the 
Indian Gaming Regulatory Act, only denigrates the proud heritage of our 
Nation's first inhabitants. 

In making this distinction, I realize the Indian gaming experiences 
of an established, historically recognized, Native American tribe, free 
from the coercion of unsavory interests seeking to make a fast dollar, 
may differ from those of an upstart group seeking federal Native American 
status. However, the subcommittee must realize that while tribal 
sovereignty may not significantly affect citizens' rights on a large 
reservation in a rural area, it absolutely tramples the rights of 
taxpaying citizens in crowded urban and suburban areas. 



I 


86 


Whether the subcommittee wishes to recognize it or not, Indian gaining 
has become a big business. The gaming industry, by its very nature, 
attracts speculators and investors with large sums of cash. By failing 
to sufficiently regulate Indian gaming, and by negating state and local 
autonomy regarding Indian gaming operations, the federal government is 
inviting disreputable individuals or organizations to become involved in 
Indian gaming operations. Make _no mistake . BIA acknowledgement of the 
Ramapoughs will result in Indian gaining in northern New Jersey and it 
will, almost surely, bring organized crime with itt 

I believe the current example from my district in northern New Jersey 
raises many questions about the federal Indian acknowledgment process, 
potential infiltration of organized crime in some Indian gaming 
operations, the lack of federal oversight for Indian gaming operations, 
and the need for comprehensive reform of the Indian Gaming Regulatory 
Act. Accordingly, I believe Representative Robert G. Torricelli's 
legislation, H.R. 2287, the "Gaming Integrity and State Law Enforcement 
Act," deserves full and fair consideration by this subcommittee and the 
U.S. House of Representatives. But most of all, I believe it is time for 
the federal government to allow the citizens each state to reassert 
control over the proliferation of Indian gaming operations. 

Thank you, Mr. Chairman, for allowing me to share my feelings and the 
concerns of many citizens in New Jersey's Fifth Congressional District 
with you here today. 
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The Honorable Bill Richardson 
Chairman 

Subcommittee on Native American Affairs 
1522 Longworth House Office Building 
Washington, DC 20515 6205 

Dear Chairman Richardson: 


During the Subcommittee on Native American Affairs’ October 5, 1993, hearing on Indian 
gaming, some members of the subcommittee and the first panel disputed my testimony regarding the 
Ugibuity of the Rimapough Mountain people to conduct Indian gaming 


or toe Kimapougn Mountain people to conduct Indian gaming on their trust lands, should 
the group receive federal acknowledgement from the Secretary or the Interior. I would like to submit 
for the official record of the bearing a summary of the provisions of Section 20 of the Indian Gaming 
Regulatory Act (P.L. 100-497), which clarifies the coocems I raised as part of my official testimony. 


Section 20 of the Indian Gaming Regulatory Act (IGRA) generally prohibits gaming on lands 
placed in trust for an Indian tribe by the Secretary of the Interior following the date of enactment. 
However, under Subsection (b) v the prohibition on Indian faming does not app ly when the lands 
taken Into trust by the Secretary of the Interior are part of "the initial reoenratloo of an Indian 
tribe acknowledged by the Secretary under the Federal acknowledgment ptocem." 


If the Bureau of Indian Affairs (BIA), and the Secretary of the Interior, officially acknowledge the 
Rimapough group, the lands taken into trust by the Secretary would be the tribe's "initial reservation," 
and therefore, gaming would be permissible under terms of the IGRA. I have verified my 
interpretation of this provision with the Director of the BIA Indian Gaming Management office, Hilda 
Manuel, and Ms. Maureen Muiphy, Legislative Attorney, for the CRS American Law Division. 


I realize the provision of the IGRA to which I refer has never been tested in federal court. 
Nevertheless, I believe my concerns regarding Indian gaming in northern New Jersey are well founded 
based upon Section 20 of the IGRA. I hope the subcommittee will consider my thoughts, and I hope 
this letter clears up any misunderstanding regarding my testimony. 

*■ 

I am looking forward to working with you and the entire Subcommittee on Native American 
Affairs in the near future. 



Marge Ttoukema 
Member of Congress 


MSRbb 


cc: The Honorable George Miller, Chairman 

Members of the Subcommittee on Native American Affairs 


TMIS tTATiOfttBr HhUTfO ON A MAD# C» MC*Ct fO ****** 
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Mr. Richardson. I thank the gentlelady. 

Before some of my colleagues are recognized for questions, if any, 
I would like to acknowledge the presence of the chairman of the 
full committee, the gentleman from California, and I would like to 
recognize him for any opening statement or to be the first to ask 
questions of this panel. 

STATEMENT OF HON. GEORGE MILLER 

Mr. Miller. Thank you, Mr. Chairman. 

I will include my opening statement for the record and just want 
to thank you for holding these hearings and for our colleagues in 
the attendance of these hearings. 

I think it is terribly important that we have the ability on behalf 
of the public to sort out what are unfounded allegations and what 
are allegations that are being used in rather clever lobbying at- 
tempts against the establishment of Indian gaming and what is, in 
fact, fact with respect to the problems of organized crime or any 
other kind of criminal activity, organized or unorganized, within 
the Indian gaming industry. 

We have listened as a committee, and I think Senator McCain 
and Senator Inouye have listened as individuals and members of 
a committee, to this for 20 years. And, interestingly enough, it has 
all been more a matter of press speculation than any fact at all. 

We have had numerous hearings on this issue, ana the fact re- 
mains that Indian gaming may be better situated than their com- 
petitors in non-Indian gaming in terms of their historical involve- 
ment and their current problems with criminal activity — again, or- 
ganized or unorganized. 

So I think this is an important hearing. I think Senator Inouye 
has pointed out that this is a difficult tightrope. We have to recog- 
nize the rights of these Indian sovereign nations. That rubs many 
people the wrong way, but it is a fact of American history that that 
is what these tribal lands are, and they, in fact, have certain rights 
under the laws and the treaties of this country, and it doesn’t mat- 
ter whether or not you make application for Federal recognition 
today or you made application 50 years ago. 

That process puts you through the most rigorous examination of 
your anthropological backgrounds and your cultural heritage and 
your history beyond recognition. In fact, the argument of most peo- 
ple is that the process doesn't work because it is almost impossible 
for anybody to get through that process in today’s world. 

So I think we have got to separate a number of different issues 
here. Some people don’t like Indian sovereignty at all. It simply 
rubs them the wrong way that there are rights that are accorded 
to the Indian nations of this country. Other people don’t like com- 
petition from what now has become successful gambling on Indian 
reservations. And other people just don’t want to hear about this 
problem. 

Those are all interesting camps, but they have got to be sorted 
out in this process, and we cannot, because of the concerns that 
people have with Indian gaming from a competitive point of view 
or from a chauvinistic point of view, or from whatever point of 
view, we cannot then use that to trample on the rights of these In- 
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dian nations, and recognizing that these are most difficult ques- 
tions. 

Senator McCain’s State has gone through a torturous process, 
but finally, when everybody got engaged and started working to- 
ward a solution, they worked toward a solution that has the agree- 
ment of both the State and the Indian nations and the Federal 
Government, and the fact is that that is happening throughout the 
country. It doesn’t mean that they are all the same, it doesn’t mean 
that there are not hard cases, because clearly there are. 

As Congresswoman Roukema points out, urban areas are tougher 
than rural areas, but the Indian nations and their treaties and our 
Government didn’t ascribe to them a different set of rights because 
they would eventually end up a hundred years later in an urban 
area. But we have got to go through the process of sorting that out. 

I come from a State that has never legally allowed slot machines 
in its State, and we are terribly concerned that Indian gaming can 
drive the process of the State having to accept slot machines. 

So everybody has these concerns, but we have got to work them 
out, not based upon rumor and innuendo and wild accusations, we 
have got to work them out based upon the facts, and I hope that 
this hearing will proceed along that process, and I will wait my 
turn for questioning because other Members arrived ahead of me. 

Thank you, Mr. Chairman. 

[Prepared statement of Mr. Miller follows:] 



8TATEMENT OF CHAIRMAN GEORGE MILLER 
OVERSIGHT INDIAN GAMING 
SUBCOMMITTEE ON NATIVE AMERICAN AFFAIRS 

OCTOBER 9, 1999 

After much debate, research and compromise Congress enacted the 
Indian Gaming Regulatory Act in 1986. The purpose of the Act was 
to regulate gaming on Indian lands. The Act allowed that Class One 
games which consist of traditional Indian games be regulated by the 
tribe. Class Two games which consist of bingo, pull tabs, and 
lotto would be regulated by the tribe in conjunction with the 
Federal Indian Gaming Commission. Class Three games such as table 
games and slot machines would be regulated pursuant to a compact 
between the tribes and the states. 

Indian gaming is governmental gaming and as such, all proceeds are 
mandated by law to go back to the tribal government. On one 
reservation in Minnesota I had the opportunity to visit a new 
health care facility, a child care center with 24 hour supervision 
for children whose parents have to work a midnight shift, a new 
school, and a new, safe, water tower - all constructed with gaming 
proceeds. These dollars are turned immediately into "quality of 
life" opportunities for Indian children so that they can have some 
of the benifits that non Indian children take for granted. 

I'm sure that what Hew Jersey and Nevada do for their citisens with 
the casino taxes they receive are very important to the residents 
of those states. New Jersey can be proud of the fact that senior 
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citizens pay only $5.00 par prescription with the alaost 7% of 
gross casino proceeds that go to the State. Imagine how such good 
New Jersey and Hevada could do with 100% of proceeds froa gaaingl 
This is the case on Indian reservations where all the money serves 
to better the community. 

Indian gaming is incredibly small compared to private for-profit 
casinos and lotteries. When put up against all forms of legalised 
gaming, Indian gaming in 1992 is a mere 5% . That's all - 5% - 
with all the recent news articles and publicity against Indian 
gaming you'd think Indian gaming was about to topple Las Vegas and 
shove Atlantic City right into the ocean I 

But that 5% is of vital importance to ailing Indian communities. 
Gaming is the first opportunity in ages for many Indian tribes to 
promote economic development and raise their standard of living. 
Mot all tribes are interested in gaming, but for those that are it 
can mean the difference between their tribal members living in 
squalor with no chance of getting out and having the means to 
better feed, house, and educate their members. 

It is absurd and quite naive to think that an Indian tribe would 
risk all of this by engaging in business practices with someone of 
questionable background. Indian tribes have a vested interest in 
ensuring that Indian gaming is free from corruption and that the 
benefits of gaming reach the tribal members. 
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The hearing thia aorning will focus on lav enforcement iaauas as 

they affset Indian gaaing. To those who say that Indian gaming is 

♦ 

not regulated - I say - LOOK AT THE FACTS. Indian gaaing is 
regulated and supervised by FIVE authorities: 

1. FBI and the Justice Department have the responsibility to work 
with the National Indian Gaaing Commission in conducting background 
checks on persona wishing to enter into business with a gaaing 
tribe. The FBI also follows all leads regarding organised crime 
figures who night attempt to infiltrate Indian gaaing. Violators 
are prosecuted by the U.8. Attorney in Federal Court. 

2. The National Indian Gaaing Coaaission which was authorised by 
the Indian Gaaing Regulatory Act, is responsible for regulating all 
Class Two gaaes as well as conducting background checks on persons 
wishing to contract with Indian tribes for Class Two or Three 
gaaing activities. Management contracts are subject to intense 

i 

scrutiny by the Coaaission prior to approval. 

3. States - Through class Three coapaets with Indian tribes, states 
are free to exercise as such or as little authority as is autually 
agreed upon. 

4* Department of the Interior - The Secretary of the Interior aust- 
approva ALL gaaing coapaets between tribes and states. The BIA 
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maintains a gsnsral trust rssponsibility to provids civil 
regulation and criminal lav enforcement on reservations. 

5. Indian Tribes. Tribes are governments much like states and have 
the governmental responsibility to make sure that the games are 
properly regulated, operated cleanly, and fairly with the best 
return to the tribe. Indian tribes take these governmental 
responsibilities as seriously as any state. 

This Committee has dedicated itself to finding out what aspects of 
the Indian Gaming Regulatory Act are working, what aspects are not 
working, and what needs to be adjusted. Chairman Richardson has 
conducted exhaustive research and previously held 4 oversight 
hearings on different aspects of gaming already this year. If 
something is broken and Indian tribes are vulnerable to unsavory 
characters then this Committee will fix it. Let me assure you - I 
will not sit idly by and watch organised crime infiltrate Indian 
gaming as has been alleged by some. What this Committee will HOT 
do is foist gratuitous state jurisdiction upon tribes which have no 
merit just to say we did something. Nor will this Committee allow 
itself to be used unquestioning ae a sounding board for those whose 
only concern is the fear of competition. 

I look forward to hearing the testimony and from all the witnesses 
today and engaging in helpful dialogue. 


84-760 0-94-4 
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Mr. Richardson. I thank the chairman. 

Do any of my colleagues on the minority side have any questions 
for this panel? 

The gentleman from Wyoming. 

Mr. THOMAS. Just very briefly. 

Obviously, there are two points of view about State regulations. 

Senators, either of you, how do you deal with the notion that if 
a State allows gambling in their own State and has a regulatory 
body, do you think the tribal activities are adequately regulated, or 
why shouldn’t the same regulations and controls apply? 

Senator Inouye. Under the Indian Gaming Regulatory Act of 
1988, if a State does not criminally prohibit gaming activities, then 
a federally recognized tribe living on trust lands can enter into ne- 
gotiations and discussions with the State government with the aim 
of entering into a compact to establish games. A compact, obvi- 
ously, assumes that there would be negotiations. 

A State may not get everything it wants, the Indians may not 
get everything they want, and, obviously, in a compact, if I were 
the State governor or the attorney general, I would insist that 
these games should be regulated in a way similar to that carried 
out in the State. 

As to the gentlelady’s concern in New Jersey, if I may most re- 
spectfully suggest, the Gaming Act says that those lands that were 
in trust at the time of the enactment would be those lands that 
may be used for such gaming purposes. 

If the Indian people in New Jersey are still not recognized — and 
apparently they don’t have any reservation — then they would seem 
to be outside the law. 


Secondly, assuming that they are recognized at some later date, 
if such lands are going to be placed in trust for the purpose of gam- 
ing and if those lands are located off the tribe’s reservation, the 
Secretary must so approve, with the concurrence of the State gov- 
ernor, and so it would seem inconceivable that the State of New 
Jersey, listening to the desires of her constituents, would say, 
"Okay, Indians, go ahead and have gaming in this district.” So I 
think the law is rather clear in this respect. 

The thing that is very difficult for most Americans to appreciate 
and understand, I think, was very clearly stated by Chairman Mil- 
ler, and that is the concept of sovereignty. There are many levels 
of sovereignty, as we are all aware. The states delegated certain 
powers and authorities to the Federal Government. The States also 
delegated some authorities to the counties and cities. 

We have other sovereign entities in the United States; embassy 
grounds, for example. And Indians are sovereign, but in the area 
of gaming, it depends upon the arrangement they have made with 
the State Government and the Federal Government. 

Some sovereign Indian nations could arrest me if I went speeding 
through their jurisdiction. Some would call upon the State police to 
do that job. But the courts have consistently recognized that there 
is this sovereign aspect to Indian tribal governments, and this rec- 
ognition must he honored by the Congress of the United States un- 
less we are willing to, well, amend the Constitution of the United 
States, repeal all of the hundreds of laws that we have passed since 
our founding, and I can’t see that happening. 
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But, as Senator McCain has pointed out, in all of these 72 com- 
pacts, we are still to hear from the FBI that there exists organized 
crime or criminal elements involved in such activities. So I take the 
word of the FBI, and I believe that they have done a good job. 

Senator McCain. Mr. Chairman, could I just add one additional 
comment? 

Mr. Richardson. Sure. 

Senator McCain. When we passed the Indian Gaming Regu- 
latory Act, the provisions of the Act called for the setting up an In- 
dian Gaming Commission, which is one of the later witnesses here 
this morning. That Indian Gaming Commission was given the au- 
thority to set regulations, enforcement, et cetera. ' 

Now, in all candor, Congressman Thomas, the last administra- 
tion was very slow in implementing this Act, in appointing mem- 
bers of the commission, and getting this whole system up to speed, 
and, because of that, I think that there were some problems, and 
some problems may still exist. 

But if you passed a law today that said that the Indian tribes 
who engage in Indian gaming operations are now under State regu- 
lation, it would be 24 hours, in my view, before that would be 
thrown out in court because of the constitutionality of it. 

The State does not have the right to regulate Indian tribes be- 
cause of the sovereign basis of our recognition of the Indian tribes, 
and I believe that if there is a problem with the Indian Gaming 
Commission in their enforcement and their regulation, I would look 
towards beefing them up, making sure they are doing their job, 
rather than taking an approach which I think would be viewed by 
the courts as unconstitutional. 

Mr. Thomas. Thank you. It is true, however, that some States, 
through their compact, the tribes have agreed to State regulation. 

Mr. Richardson. I thank my colleague. 

Let me remind my colleagues that we have five panels for this 
hearing, and I would hope that we could move ahead. 

The gentleman from Hawaii. 

Mr. Abercrombie. Just a couple of points I want to make certain 
that I understand. 

Mr. Hughes, on page 3 of your testimony at the bottom, you 
speak about protecting the integrity of any gaming operation and 
assuring that it does not put other State-regulated interests at a 
competitive disadvantage. You go on, on page 4, to talk about any 
gaming operation receiving the same level of regulatory scrutiny. 

Following up on what Senator McCain said, wouldn’t this simply 
be a question of the kind of compact that was arrived at between 
the Indian nation and the regulatory agency under existing State 
law in whatever State it was in, New Jersey or otherwise? 

Mr. Hughes. Well, that would be the case if, in fact, there is a 
compact that is negotiated. But there is a process, as you know, 
that if the State ana Native American interest cannot reach accom- 
modation, there is a process for the Commission to approve, after 
a mediation process, a compact so it went into effect. 

But what I am saying is that there is an overriding public inter- 
est in ensuring that we have effective regulation ana enforcement 
in place. 

Mr. Abercrombie. I understand that. 
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Mr. Hughes. And that is an overriding interest. 

Mr. Abercrombie. I understand that. But am I correct then in 
saying that there is a process, which perhaps you may think may 
be improved in legislation here — nonetheless, there is a process 
whereby, in the compact negotiation, a conclusion can be reached 
as to how the regulations ana the supervision will take place? 

Mr. Hughes. I can give you a scenario where that is not assured. 
For instance, if in fact there is disagreement, which there often is, 
between a State and the Indian tribes negotiating the compact and 
the mediator recommends — let’s say the Indian tribe doesn’t have 
in place in the enforcement section the same type of enforcement 
and regulatory mechanisms in that State or required by that State, 
if there is to be Indian gaming, you wouldn’t have a guarantee that 
we would have that kina of enforcement. 

Mr. Abercrombie. Is it your suggestion then that that kind of 
assurance be built into any changes in the law? 

Mr. Hughes. That is the point I am making. That is an over* 
riding public concern. In New Jersey, as I indicated, we spend over 
$50 million in enforcement and regulation, and we still have a very 
difficult time at times trying to prevent money laundering activi- 
ties, for instance. 

Mr. Abercrombie. That brings me to the point here. It seems 
there is a bit of a straw figure being beaten on here. I am not so 
certain that the history of State-regulated gambling in this country 
has been unfettered by accusations of criminal activity, and to sud- 
denly bring it up with respect — or to bring it up with emphasis 
with respect to Indians, it seems to me, is a little bit condescend- 
ing, patronizing, or even racist in its connotation. 

So it seems to me that what you are suggesting here is a per- 
fectly sound and reasonable approach, that we examine the exist- 
ing law to see whether or not we can make some changes here that 
will allow the Indian nations the same opportunities to have super- 
vision and regulation, which will assure the tribal members that 
they are being protected, just as any other individual or group 
should be able to feel that they are being protected with respect to 
the attempts of organized criminals or any other group to try and 
subvert the intent of the law. 

Mr. Hughes. Precisely, that is the point that I make. I think 
that the enforcement and the supervisory regulatory aspects are 
deficient. I thought so in 1988 when I voted against it, because I 
did not feel that it would guarantee that we would put in place 
those types of protections, protections for the Indian tribes as well 
as the non-Indian citizens of a particular State. 

Mr. Abercrombie. Thank you. I think your testimony is very 
well taken. I think your approach is good. 

Finally then, Mr. Chairman, from what I see so far in looking at 
the rest of the testimony and some of the other information, it 
seems to me the principal worry here is, they are afraid for once 
the Indians are going to be able to compete. I thought competition 
was the big deal here. If that is the case, then it seems to me this 
is the Indians’ version of NAFTA for gambling. Let them compete. 

If you are afraid to compete against the Indians and the tribal 
nations, that is your problem, not the tribes’. 

Mr. Richardson. The chair thanks the gentleman. 
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Mr. Abercrombie. Thank you. I appreciate the opportunity for 
some editorial comment, Mr. Chairman. 

Mr. Richardson. The chair recognizes the chairman of the com- 
mittee. 

Mr. Miller. Thank you. 

Hopefully, when this hearing is done, as I said, we will separate 
out a lot of different issues. I think that the notion is out there that 
this is a willy-nilly decision: A group of Indians get together, they 
get themselves recognized, and they get some investors, and they 
nave a casino, and they are on their way. And nothing could be fur- 
ther from the truth. Either whether they go through the Federal 
recognition process and if they are successful there, if they have 
not been recognized to date, can they establish a land base? Can 
their land base, as Senator Inouye pointed out, be established for 
this purpose? And whether or not they have worked out an agree- 
ment with the governor and the Secretary of the Interior, which 
would be highly unlikely to be approved if they did not agree to 
that. 

Not only that, also what needs to be separated out here is really 
the rather incredible oversight of Indian gaming that exists in this 
country today by virtue of State compacts. If you look at your 
neighbor there, Connecticut, in the State agreement they have 
mandatory licensure for all of their employees, they have agreed to 
all the Federal regulatory oversight, they have mandatory regu- 
latory oversight during all hours of operation, on-site police pres- 
ence during all hours of operation, liquor control agents on site in 
all hours of operations, exhaustive State background checks of all 
casino executives, mandatory yearly audit bv outside auditing 
firms, and then they have got to go through the Federal process, 
which is all the memorandums of understanding that I believe now 
exist between the FBI and the BIA for background checks; for the 
Indian commission’s approval of these management contract, back- 
ground checks of all of the parties to that; and it goes on and on 
and on. Many of these, in fact, don’t exist in New Jersey or Nevada 
where gambling is a much larger operation. 

So I think we have got to calm this thing down a bit and under- 
stand what the real process is for this process to take place and 
how extensively regulated it is, and that the Commission has the 
ability to assess these operations, and at any time it thinks that 
it does not have the adequate funding or oversight to go through 
this, it has the ability to assess this and to beef up that regulatory 
process. 

I want to thank my colleagues for their testimony. 

Senator McCain. Chairman Miller, could I make one additional 
comment to your statement which I think is important? 

Mr. Miller. Certainly, Senator. 

Senator McCain. In the veiy long and detailed and many times 
agonizing negotiations that the chairman and I have had with the 
governors and the attorneys general, the issue that we are huri£ up 
on has nothing to do with enforcement of gaming, it has notning 
to do with the problem of infiltration of organized crime. The one 
remaining problem we face in our negotiations with the governors 
is the issue of scope of gaming. 
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So I would suggest, Mr. Chairman, that your words are correct 
in that the governors and the attorneys general do not raise this 
alarm that seems to have been raised here at this hearing and in 
other parts of America. 

Mr. Miller. Congressman Hughes, just for a second here, on 
that point, I think the concern of the governors here, you and I 
have spent an incredible number of hours discussing this issue and 
the concerns that would be raised in your State and your region, 
because I think, as Congresswoman Roukema points out, what hap- 
pens in this region with this population density is obviously of 
great concern. 

My understanding — and correct me if I am wrong — is that New 
Jersey has not really participated in the discussions that Senator 
Inouye referred to earlier, that they have opted out of those discus- 
sions. Is that correct? 

Mr. Hughes. I think that is essentially correct, except that I 
know that Bob Del Tuso, when he was attorney general, I believe, 
was privy to much of the discussions that were taking place. So 
they monitored; i don't think they took the lead. 

Mr. Miller. If you might check on that, because my understand- 
ing is that their position is no Indian gaming, and so they are not 

{ >art of this. But I think that is not going to become the law of the 
and, and this process is going to remain in place, maybe with some 
technical changes and what-have-you, and this is being worked on. 

It would seem to us if this particular issue has not been raised 
to a great extent in those discussions and yet New Jersey feels that 
this is an important issue, New Jersey, it seems to me, should be 
participating in those discussions so that they can weigh in on 
that. 

I mean what we are trying to do is to get the attorneys general 
and the governors together to let’s find out what concerns are real 
and what concerns aren’t or a misreading or a misunderstanding 
of the laws or what the law doesn’t address, and it would seem to 
me that New Jersey, that feels it has so much at stake, would do 
well to get involved in that process instead of coming back at the 
end and saying, “Well, we don’t accept this,” or, you know, “This 
has got to be redone.” They should get into the front door here. 

Mr. Hughes. Well, I agree with that. But my understanding — 
and I will double-check it — is that our State has been privy to the 
negotiations. They have not taken a lead in those negotiations, but 
they certainly do have a vital interest in these issues, including 
scope of play, which is a problem because of vague definitions with- 
in the Act which we are going to have to address, in my judgment. 

And the negotiating process, my State obviously has to nave a 
decided interest in that. And in the regulatory side, obviously they 
have a decided interest, as I have indicated, because of the poten- 
tial economic disadvantage it would put States like New Jersey if, 
in fact, we don’t play by the same level playing field. 

Mr. Miller. Well, if you would check that out, I would appre- 
ciate it. 

Mr. Chairman, finally, let me just say that I am told that in the 
entire history of the recognition process only nine out of 120 tribes 
that have sought recognition have ever been recognized under rec- 
ognition process, and, I think in the one that we just did legisla- 
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tively, conditions were placed upon the recognition for the purposes 
of gaming which I think limited it only to bingo, and that was by 
agreement of the tribe and the State in South Carolina that that 
wou’d be the condition of the recognition. So this is not a free and 
open process by which you just show up with a casino. 

Mrs. Roukema. Mr. Chairman, may I interject something here? 
There has been reference, at least two or three references, to our 
particular situation, and now Mr. Miller has again referred to the 
recognition, the conditions under which recognition are given. 

I think the point is that there is no clarity under the law as to 
what can be permitted once a tribe achieves recognition. There is 
no reason to be hiring high-paid, multi-million-dollar lobbyists in 
Washington if this tribe simply wants local recognition for no other 
purpose but to automatically qualify for casino gambling. Now that 
certainly is the legal understanding, or legal interpretation that we 
have had now. 

Mr. Miller. They can’t get recognition that way. They can get 
recognition 

Mrs. Roukema. No, I am not talking about how they get recogni- 
tion but once recognized 

Mr. Miller. That is right. Once you are an Indian nation, you 
are an Indian nation, ana you have all the rights and responsibil- 
ities of that nation. 

Mrs. ROUKEMA. Exactly, and they would then qualify 

Mr. Miller. But if they, in fact, can provide all of the evidence 
as to the recognition 

Mrs. Roukema. Oh, exactly. 

Mr. Miller. You wouldn’t say that they are not entitled to be 
recognized? 

Mrs. Roukema. No, I am not saying that, not at all. But I am 
saying with reference to a statement that was made earlier that no 
tribe who would be recognized after the law could then retro- 
actively gain the right to Indian gambling. There was a reference 
made here earlier to that question, and I am saying that this 
Ramapough group, if— once recognized, will automatically qualify. 

Mr. Miller. That is their theory. 

Mrs. Roukema. Pardon me? 

Mr. Miller. That is their theory. I don’t know if that is factual. 
I appreciate what they are saying. 

Mrs. Roukema. Yes. 

May I make another point, because I think it is not specific to 
the question of criminal activity, but it is specific to the question 
of under what circumstances there should be recognition and how 
you qualify for gambling. 

There is another situation in my district where there is a group 
that wants to invite a Delaware tribe from Oklahoma to relocate 
in Sussex County, New Jersey, and then they will qualify for In- 
dian gambling. 

Mr. Miller. I hope their attorneys are earning a lot of money, 
because they have got an impossible case. 

Mrs. Roukema. I hope so, too. But you can see how things have 
gotten pretty far out of hand. 

Mr. Abercrombie. Mr. Chairman. 


* 
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Mr. Richardson. The chair recognizes the gentleman from Ha- 
waii for one minute. 

Mr. Abercrombie. Less than one minute. 

Mr. Chairman, before we go any further, I don’t know if it is a 
point of order, but allegations are flying back and forth here about 
what the intentions are of a group called the Ramapough, and as 
far as I can see on the witness list they don’t appear here, and I 
would just request that before we accept as gospel what the inten- 
tions of any particular individual or group are, they at least be 
given an opportunity to state for themselves what their intentions 
are or are not now. 

If there are a group of people, a community, now engaged in the 
process of attempting to achieve tribal status through tne processes 
that we have established, that is one thing, but, from my point of 
view, I don’t accept the idea that someone else can speak for them 
as to what their intentions are. 

Mr. Richardson. Let me just state that the record will be open 
for two weeks in the hearing. 

Let me thank your distinguished witnesses for being so patient 
and helpful. Let me mention, too, that all of you are welcome to 
join the panel as we move ahead in this hearing. I want thank the 
distinguished witnesses. 

PANEL CONSISTING OF JIM E. MOODY, SECTION CHIEF, ORGA- 
NIZED CRIME/DRUG OPERATIONS, CRIMINAL INVESTIGA- 
TIVE DIVISION, FEDERAL BUREAU OF INVESTIGATION; LAU- 
RENCE A. URGENSON, ACTING DEPUTY ASSISTANT ATTOR- 
NEY GENERAL, CRIMINAL DIVISION, U.S. DEPARTMENT OF 
JUSTICE; DAVID B. PALMER, DEPUTY ASSISTANT COMMIS- 
SIONER FOR CRIMINAL INVESTIGATION, INTERNAL REVE- 
NUE SERVICE, ACCOMPANIED BY PETER G. DJINIS, DIREC- 
TOR, OFFICE OF FINANCIAL MANAGEMENT, DEPARTMENT 
OF THE TREASURY 

Mr. Richardson. Now we move on to panel number two: Mr. Jim 
E. Moody, section chief, Organized Crime/Drug Operations, from 
the FBI; Mr. Laurence Urge n son, acting deputy assistant attorney 
general, Criminal Division, Department of Justice; David Palmer, 
deputy assistant commissioner for criminal investigation, IRS, ac- 
companied by Mr. John Monaco, assistant commissioner for exam- 
ination, IRS; and Mr. Peter Djinis, director, Office of Financial 
Management, U.S. Department of the Treasury. 

I would ask that the hearing come to some reasonable order and 
that we move ahead with our first panel. 

Gentlemen, let me welcome you to the subcommittee. As is the 
custom, your full statements will be submitted in the record, and 
we ask that you summarize your statement. The little light will be 
exercised. When you see the yellow light, it means that your five 
minutes are fast approaching. When you see the red light, we ask 
you to wrap up. So, again, thank you for coming. 

We will start first with Mr. Jim Moody. 

Let me also mention that our distinguished colleague from New 
Jersey, Bob Torricelli, has joined the panel, and he will be intro- 
ducing our next witness. 
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I wonder if the gentleman from New Jersey wished to say any- 
thing at this time. 

Mr. Torricelli. Mr. Chairman, only to thank you for holding 
these hearings. 

As 49 governors have requested and the President of the United 
States has commented upon, there is a responsibility in this Con-\ 

? res8 to deal with the complexities confronted by Indian gaming. 

our hearing today is an important beginning in that process, 
which I hope will take us to rectifying whatever problems we find 
during the process of these discussions. 

In any case, I thank you for having these hearings and for allow- 
ing me to participate. 

Mr. Richardson. I thank the gentleman. 

Mr. Moody, please proceed. 


STATEMENT OF JIM E. MOODY 

Mr. Moody. Good morning, Mr. Chairman. 

My name is Jim Moody. I am the section chief for the Organized 
Crime/Drug Operation Section for the Federal Bureau of Investiga- 
tion. As such, my section is responsible for the FBI investigations 
of organized criminal enterprises such as the American La Cosa 
Nostra, Asian, and European organized crime groups. This section 
is also responsible for Italian organized crime groups such as the 
Sicilian Mafia Camorra and ’Ndrangheta. 

I am pleased to appear here this morning to assist you and to 
discuss some of the law enforcement issues relative to the Indian 
Gaming Regulatory Act. 

Organized crime is in the business of making money. They are 
motivated by greed and are consistently and constantly seeking 
ways to generate both legal and illegal monies from legal and ille- 
gal means. Since the gaming industry is a cash-intensive industry, 
those factors of cash and the need to generate legal and illegal 
money, coupled with the dynamics of the industry, makes it very 
attractive for organized crime to look at any type of gaming activ- 
ity. 

We have seen organized crime’s involvement in gaming range 
from many activities associated with the industry. We have also 
heard many more rumors and innuendo than we have been able to 
prove over the years. 

Most of the discussions of organized crime in the gaming indus- 
try seem to center on skimming. Now we define skimming as the 
generation of illegal income from a casino generally by the owners 
or those managing the casino. Skimming is completely different 
than embezzlement which generally involves the employees steal- 
ing monies from their employer. 

There have been cases where organized crime has been involved 
in embezzlement of money from the casinos. There have also been 
cases where organized crime has sponsored teams of cheats that 
defraud the casinos. But we look at organized crime’s infiltration 
of the casino in skimming as the most damaging form of organized 
crime. This occurs when they are able to control the casino. 

Skimming has traditionally been accomplished through the use 
of a strawman. A strawman is a person controlled by organized 
crime who can undergo the scrutiny of a law enforcement back- 
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ground check and obtain a gaming license. There have been several 


strawman-type cases prosecuted in the United States which re- 
sulted in convictions of significant organized crime figures. 

The strawman technique was used by organized crime on the 
Rincon Indian Reservation. This is the only FBI case wherein orga- 


nized crime members have been convicted for attempting to control 
an Indian gaming establishment. 

The FBI has learned over the years that strong regulation of the 
gaming industry and of its supporting industries is the best and 
most effective means of keeping organized crime out of the indus- 
try. Gaming regulations and enforcement are important for protect- 
ing Indian gaming because once organized crime gains control or 
gains a foothold, it becomes very, very difficult and extremely man- 
power intensive to remove organized crime from the casino. 

As legalized gambling spreads throughout the United States, we 
expect that States with poor regulations and controls may experi- 
ence an organized crime influx. We look at the primary responsibil- 
ity for the gaming regulation and enforcement as resting with the 
State or with the National Indian Gaming Commission. The FBI 
becomes involved when organized crime is infiltrating a gaming op- 
eration. It is either ongoing or after the fact quite often before we 
may hear about it. 

Now Indian gaming poses a unique challenge to the National In- 
dian Gaming Commission. The FBI has investigative responsibil- 
ities on some of the reservations and we have investigative re- 
sources fully committed to these Indian reservations, as we have 
investigative resources fully committed to organized crime inves- 
tigations. 

The FBI, however, is not equipped to assume a regulatory or en- 
forcement role in Indian gaming. We are willing to provide support 
to law enforcement and regulatory agencies that will have respon- 
sibility for monitoring Indian gaming, and, due to Federal laws and 
procedures, it is much easier for us to cooperate with regulatory 
agencies that do have law enforcement authorities than those that 
don’t. Consequently, we would recommend that regulatory agencies 
have such law enforcement authority. 

We will, however, continue to monitor the activities of organized 
crime, and if we discover organized crime involvement in Indian 
gaming, we will take appropriate action, as we have done in the 


past. 

The gaming industry is a relatively closed industry. Dishonest 
employees will be quickly identified and dismissed. Honest man- 
agement will identify problem employees long before law enforce- 
ment. The vast majority of gaming operations are run as legitimate 
legal enterprises. With strict regulation, strong internal control, 
strong enforcement, and constant vigilance, organized crime’s infil- 
tration can be impeded. 

This concludes my shortened version of the statement, and I will 
be happy to answer any questions. 

[Prepared statement of Mr. Moody follows:] 
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GOOD MORNING, MR. CHAIRMAN, SUBCOMMITTEE 
MEMBERS, AND STAFF. MY NAME IS JIM MOODY AND I AM THE 
SECTION CHIEF OF THE ORGANIZED CRIME/DRUG OPERATIONS 
SECTION n OF THE FEDERAL BUREAU OF INVESTIGATION. 

MY SECTION IS RESPONSIBLE FOR THE FBI 
INVESTIGATIONS OF ORGANIZED CRIMINAL ENTERPRISES SUCH 
AS THE LA COSA NOSTRA, ASIAN AND EUROPEAN ORGANIZED 
CRIME GROUPS. THE SECTION IS ALSO RESPONSIBLE FOR 
INVESTIGATIONS OF ITALIAN ORGANIZED CRIME GROUPS SUCH 

AS THE SICILIAN MAFIA, ’NDRANGHETA AND CAMORRA. 

# 

I AM PLEASED TO APPEAR HERE THIS MORNING TO 
ASSIST YOU IN YOUR OVERSIGHT FUNCTION AND TO DISCUSS 
SOME OF THE LAW ENFORCEMENT ISSUES' RELATIVE TO THE 
INDIAN GAMING REGULATORY ACT. 

BEFORE WE CAN SPECIFICALLY ADDRESS ORGANIZED 
CRIME’S INTEREST IN INDIAN GAMING, I THINK IT IS IMPORTANT 
TO HAVE AN UNDERSTANDING OF ORGANIZED CRIME. 
ORGANIZED CRIME IS IN THE BUSINESS OF MAKING MONEY. 
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THEY ARE MOTIVATED BY GREED AND ARE CONSTANTLY 
SEEKING WAYS TO GENERATE WEALTH AND POWER THROUGH 
BOTH LEGAL AND ILLEGAL MEANS. ORGANIZED CRIME HAS, 
AND WILL CONTINUE TO USE VIOLENCE, INTIMIDATION, FEAR 
AND CORRUPTION TO OBTAIN ITS GOALS. THEY CORRUPT 
INDIVIDUALS, POLITICAL SYSTEMS AND INSTITUTIONS. 

1 

THE GAMING INDUSTRY IS A CASH INTENSIVE 
INDUSTRY. THE VAST SUMS OF CASH THAT ARE HANDLED BY 
CASINOS RIVAL THAT OF SOME BANKS. THESE FACTORS, 
COUPLED WITH ORGANIZED CRIME'S HISTORICAL INVOLVEMENT 
IN ILLEGAL GAMBLING, MAKE ANY GAMING ACTIVITY 
ATTRACTIVE TO ORGANIZED CRIME. THEY WILL ATTEMPT TO 
INFILTRATE ANY OPERATION OR INDUSTRY, NOT JUST GAMING, 
THAT THEY BELIEVE IS VULNERABLE. 

HISTORICALLY , WE HAVE SEEN ORGANIZED CRIME’S 
INVOLVEMENT IN GAMING RANGE FROM CONTROLLING LEGAL 
BINGO PARLORS AND "LAS VEGAS NIGHTS' FOR CHARITIES, TO 
ILLEGAL NUMBERS OPERATIONS AND INFILTRATING MAJOR 
CASINOS AND THEY ARE ALLEGED TO EVEN OWN OFFSHORE 
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CASINOS. ORGANIZED CRIME HAS ALSO GAINED INFLUENCE BY 
CONTROLLING SOME OF THE ANCILLARY SERVICE INDUSTRIES 
AND LABOR UNIONS THAT SERVE CASINOS. 

MOST DISCUSSIONS OF ORGANIZED CRIME 
INFILTRATION IN THE GAMING INDUSTRY SEEM TO CENTER ON 
THE ISSUE OF SKIMMING. WE DEFINE SKIMMING AS 
GENERATING ILLEGAL INCOME FROM A CASINO BY OWNERS, BY 
A CONTROL GROUP OF A CORPORATION, BY CASINO MANAGERS, 
OR BY THE OWNERS ON BEHALF OF HIDDEN INTERESTS. 
SKIMMING IS DIFFERENT THAN EMBEZZLEMENT, WHICH 
INVOLVES EMPLOYEES STEALING MONEY FROM THEIR 
EMPLOYER, OR FROM THEFT, WHICH IS AN OUTSIDE PERSON OR 
GROUP STEALING FROM THE CASINO WITHOUT THE 
KNOWLEDGE OF THE MANAGEMENT. ORGANIZED CRIME HAS 
USED ALL OF THESE METHODS TO GET MONEY ILLEGALLY 
FROM CASINOS. 

THERE HAVE BEEN CASES WHERE ORGANIZED CRIME 
MEMBERS AND ASSOCIATES HAVE BEEN INVOLVED IN THE 
EMBEZZLEMENT OF MONEY FROM CASINOS BY WORKING IN 
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CONCERT WITH EMPLOYEES TO CHEAT AT CASINO GAMES. 
THERE HAVE ALSO BEEN ORGANIZED CRIME SPONSORED 
TEAMS OF CHEATS THAT HAVE GONE INTO CASINOS TO 
DEFRAUD THE CASINOS WITHOUT THE INVOLVEMENT OF 
CASINO EMPLOYEES. STRONG INTERNAL CONTROLS BY THE 
CASINOS AIDED IN THEIR APPREHENSION. 

THE MOST DANGEROUS AND POTENTIALLY MOST 
DAMAGING FORM OF ORGANIZED CRIME INFILTRATION OF 
GAMING OCCURS WHEN THEY ARE ABLE TO CONTROL A CASINO 
AND/OR ITS SUPPORTING SERVICES. WHOLESALE SKIMMING 
FROM A CASINO CANNOT OCCUR WITHOUT MANAGEMENT 
INVOLVEMENT. 

SKIMMING HAS TRADITIONALLY BEEN ACCOMPLISHED 
THROUGH THE USE OF A "STRAWMAN". A "STRAWMAN" IS A 
PERSON CONTROLLED BY ORGANIZED CRIME WHO CAN 
UNDERGO THE SCRUTINY OF A LAW ENFORCEMENT 
BACKGROUND CHECK AND OBTAIN A GAMING LICENSE. 


THERE HAVE BEEN SEVERAL "STRAWMAN"-TYPE 
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CASES PROSECUTED THROUGHOUT THE 1970S AND 1980S. THESE 
CASES HAVE RESULTED IN THE CONVICTIONS OF SIGNIFICANT 
ORGANIZED CRIME FIGURES AND HAVE DEMONSTRATED THAT 
WITHOUT MANAGEMENT’S SUPPORT, LARGE SCALE, 

SYSTEMATIC SKIMMING AND MONEY LAUNDERING CANNOT 
OCCUR WITHIN A CASINO. 

THE "STRAWMAN" TECHNIQUE WAS EVIDENT IN THE 
ATTEMPT BY THE CHICAGO ORGANIZED CRIME FAMILY TO 
OBTAIN A HIDDEN OWNERSHIP OR CONTROL OF THE GAMING 
OPERATIONS ON THE RINCON INDIAN RESERVATION NEAR 
SAN DIEGO, CALIFORNIA. THIS IS THE ONLY FBI CASE WHEREIN 
ORGANIZED CRIME MEMBERS WERE CONVICTED FOR 
ATTEMPTING TO CONTROL AN INDIAN GAMING 
ESTABLISHMENT. THIS CASE DEMONSTRATED THE IMPORTANCE 

• • i * • 

OF INTELLIGENCE AND VIGILANCE IN THE FIGHT TO KEEP 
ORGANIZED CRIME OUT OF INDIAN GAMING. 

FROM OUR EXPERIENCE, THE FBI HAS LEARNED THAT 
STRONG REGULATION OF THE GAMING INDUSTRY, AS A WHOLE, 
AND OF ITS SUPPORTING INDUSTRIES IS THE BEST AND MOST 
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EFFECTIVE MEANS OF KEEPING ORGANIZED CRIME OUT OF THE 
INDUSTRY. MUCH CAN BE LEAUNED FROM THE GAMING 
REGULATIONS THAT REGULATE THE NEVADA AND NEW JERSEY 
GAMING INDUSTRIES. GAMING REGULATIONS AND 
ENFORCEMENT, SIMILAR TO WHAT IS IN PLACE IN NEVADA AND 
NEW JERSEY, ARE IMPORTANT FOR PROTECTING INDIAN 
GAMING. ONCE ORGANIZED CRIME GAINS A FOOTHOLD, IT 
BECOMES VERY DIFFICULT AND EXTREMELY MANPOWER 
INTENSIVE TO REMOVE THEM. 

AS LEGALIZED GAMING SPREADS THROUGHOUT THE 
UNITED STATES, WE ARE SEEING THAT THOSE STATES WITH 
STRONG REGULATIONS AND ENFORCEMENT ARE NOT 
EXPERIENCING AN INFLUX OF ORGANIZED CRIME ACTIVITY. 
HOWEVER, WE EXPECT THAT STATES WITH POOR REGULATIONS 
AND CONTROLS MAY EXPERIENCE SUCH AN INFLUX. 

PRIMARY RESPONSIBILITY FOR GAMING REGULATION 

* 

AND ENFORCEMENT RESTS WITH THE STATE OR WITH THE 
NATIONAL INDIAN GAMING COMMISSION. THE FBI 
TRADITIONALLY BECOMES INVOLVED WHEN ORGANIZED CRIME 
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IS ILLEGALLY INFILTRATING A GAMING OPERATION OR WHEN 
THE CRIMINAL ACTIVITY INVOLVES MORE THAN ONE STATE. IN 
SOME INSTANCES OF ORGANIZED CRIME INFILTRATION, THE USE 
OF FEDERAL STATUTES, SUCH AS RICO OR FEDERAL 
ELECTRONIC SURVEILLANCE STATUTES ARE ESSENTIAL FOR 
SUCCESSFUL INVESTIGATION AND PROSECUTION. 

INDIAN GAMING POSES A UNIQUE CHALLENGE TO 
THE NATIONAL INDIAN GAMING COMMISSION. THE FBI HAS - 
INVESTIGATIVE RESPONSIBILITIES ON SOME RESERVATIONS AND 
HAS TRADITIONALLY INVESTIGATED FEDERAL GAMBLING 
VIOLATIONS. IN THESE TIMES OF BUDGETARY RESTRAINT, THE 
INVESTIGATIVE RESOURCES OF THE FBI ARE FULLY 
COMMITTED AND THE FBI IS NOT EQUIPPED TO ASSUME A 
REGULATORY OR ENFORCEMENT ROLE IN INDIAN GAMING. 

• 4 f « ■ 

THE FBI IS WILLING TO PROVIDE SUPPORT TO LAW 
ENFORCEMENT AND REGULATORY AGENCIES THAT WILL 
HAVE THE RESPONSIBILITY OF MONITORING INDIAN GAMING. 
DUE TO FEDERAL LAWS AND PROCEDURES, IT IS MUCH EASIER 
FOR US TO COOPERATE WITH REGULATORY AGENCIES THAT 
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HAVE LAW ENFORCEMENT AUTHORITY THAN THOSE THAT 
DON’T. CONSEQUENTLY, WE WOULD RECOMMEND 
THAT REGULATORY AGENCIES HAVE SUCH AUTHORITY. WE 
WILL, HOWEVER, CONTINUE TO MONITOR THE ACTIVITIES OF 
ORGANIZED CRIME AND, IF WE DISCOVER ORGANIZED CRIME 
INVOLVEMENT IN INDIAN GAMING, THE FBI WILL TAKE 
APPROPRIATE ACTION, AS WE HAVE DONE IN THE PAST. 

THE GAMING INDUS TRY IS A RELATIVELY CLOSED 
INDUSTRY. THE INDIVIDUALS THAT MANAGE AND OPERATE 
CASINOS WILL QUICKLY RECOGNIZE EMBEZZLEMENT OR THEFT 
IN THEIR OPERATIONS. DISHONEST EMPLOYEES WILL BE 

QUICKLY IDENTIFIED AND DISMISSED IN CASINOS THAT ARE 

« 

SUBJECTED TO STRONG REGULATION AND ENFORCEMENT. 
HONEST MANAGEMENT WILL IDENTIFY PROBLEM EMPLOYEES 

i * « — 

LONG BEFORE LAW ENFORCEMENT. THE VAST MAJORITY 
OF GAMING OPERATIONS ARE RUN AS LEGITIMATE LEGAL 
BUSINESSES. THE GAMING INDUSTRY IS VERY IMAGE 
CONSCIOUS. PROFIT DRIVEN, AND HAS A VESTED INTEREST IN 
ENSURING THAT THE CRIMINAL ELEMENT IS KEPT OUT OF THE 
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INDUSTRY. WITH STRICT REGULATION, STRONG INTERNAL 
CONTROL, STRONG ENFORCEMENT AND CONSTANT VIGILANCE, 
ORGANIZED CRIMES INFILTRATION CAN BE IMPEDED. 

THIS CONCLUDES MY OPENING STATEMENT AND I 
WILL BE HAPPY TO ANSWER ANY QUESTIONS. 
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Mr. Richardson. I thank the gentleman. 

The chair recognizes Mr. Laurence Urgenson, acting deputy as- 
sistant attorney general, Criminal Division, Department of Justice, 
and I would ask the gentleman from Hawaii to temporarily chair. 

STATEMENT OF LAURENCE A. URGENSON 

Mr. Urgenson. Mr. Chairman, members of the subcommittee, 
good morning. My name is Larry Urgenson. I am an acting deputy 
assistant attorney general in the Criminal Division of the Depart- 
ment of Justice. I am happy to be here today to testify concerning 
the important issue of Indian gaming. 

As you well know, for several years Congress labored to develop 
legislation that would accommodate the conflicting interests of law 
enforcement agencies, opponents of Indian gaming, champions of 
Tribal sovereignty, and those who saw gaming as a solution to the 
enormous economic problems of the Native American tribes. The 
result of that labor was the enactment of the Indian Gaming Regu- 
latory Act in October 1988. 

The congressional findings and policies explicitly set forth in the 
Act and implicit in its regulatory scheme are strongly supportive 
of the Native American tribes’ need and right to conduct gaming 
while recognizing the need for regulation and the prevention of in- 
filtration by organized crime. 

The Department of Justice is dedicated to responding promptly 
to serious and flagrant noncompliance with Indian gaming laws. 
The Department will utilize its enforcement weapons against oper- 
ations conducted without tribal sanctions or wnere there is evi- 
dence of organized crime infiltration, skimming, or other forms of 
crime. 

Although we have successfully prosecuted certain instances of 
criminal activity in connection with gaming on Indian lands, I em- 
phasize that the belief held by some that Indian gaming operations 
are rife with serious criminality is not established by the data cur- 
rently available. 

The Department of Justice believes that to date there has not 
been widespread or successful effort by organized crime to infiltrate 
Indian gaming operations. For several years, the FBI has focused 
its efforts on monitoring these organizations and their associates so 
that they will be apprehended if they engage in illegal activity or 
attempt to infiltrate legitimate enterprises. Because monitoring 
these families is one of the FBI’s highest priorities, I am confident 
that any evidence of Federal crime that may be developed will be 
fully investigated and referred to the United States Attorneys for 
appropriate action. 

Similarly, there has been little evidence of illegal activity com- 
mitted by criminal elements not associated with the mmor orga- 
nized crime families. Again, on those occasions when such allega- 
tions have been brought to our attention, they have been inves- 
tigated, and when sufficient evidence was developed for conviction, 
we have not hesitated to prosecute. Two examples are our prosecu- 
tion of a Native American official who skimmed the receipts of a 
tribe’s bingo hall and the prosecution of persons who looted and 
burned a New York casino. There are a handful of investigations 
into allegations of similar misconduct now being conducted. 
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Finally, there are instances of illegal gaming in Indian country. 
These instances include regulatory violations stemming from gam- 
ing conducted by tribes on Indian lands and gaming that is con- 
ducted on Indian lands but not by Native American tribes. 

Gaming that is not operated under tribal auspices cannot be 
legal under any circumstances. I believe that all operations in this 
category have been shut down. 

However, even certain gaming activity conducted under tribal 
auspices may be illegal. The Indian Gaming Regulatory Act estab- 
lished the regulatory framework for this gaming and provides dif- 
ferent requirements for games separated into three classes. Class 
I, social gaming, is solely regulated by the tribes. Class II gaming 
requires administrative approval of management contracts ana 
tribal gaming ordinances. The National Indian Gaming Commis- 
sion has oversight responsibilities with respect to the Class II re- 
quirements. 

The principal category of gaming characterized as illegal consists 
of those games which arguably, but not clearly, are Class III games 
and which are conducted without a compact negotiated between the 
State and tribe as required under the Gaming Act. 

In some cases, the gaming classification is in dispute because of 
the tribe’s claim that the game properly falls in Class II and re- 
quires no compact. 

The final gaming definitions which have been issued by the Com- 
mission should give greater certainty to the gaming classification. 
Nevertheless, some classification issues remain in dispute. 

There are many possible sources for confusion and frustration for 
law enforcement when Class III gaming is at issue. In some in- 
stances of clear, admitted Class III gaming, a State may change its 
law to permit previously forbidden games, thus obligating the 
States to enter into compact negotiations they were once able to 
refuse. A tribe may be conducting Class III gaming without a com- 
pact, but the State and tribe may be in the course of negotiations 
that may result in a compact that allows the games. A State may 
have negotiated the inclusion of certain games in a compact but 
has declined to include certain other games or has placed limits on 
them. The prosecutor is then uncertain whether the tribe will dis- 
continue the games or file suit under the Gaming Act. 

A tribe may be conducting gaming without a compact but has 
filed suit against the State because the compact negotiation process 
has reached an impasse. A related complication is that some States 
have successfully blocked these tribal suits by invoking the immu- 
nities of the 10th and 1 1th amendments. 

Under these circumstances, the United States Attorneys are 
faced with difficult decisions. It can be hard to justify the expendi- 
ture of resources for those alleged violations which are in the proc- 
ess of resolution and which, under the Gaming Act, may eventually 
be validated by actions of the Commission, the State, or the courts. 

In sum, the current record does not support the argument that 
there is widespread infiltration of organized crime into gaming on 
Indian reservations. However, there is gaming of disputable legal- 
ity, some of which will eventually come into compliance with the 
Gaming Act after negotiations between the tribe and the State. 
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If the tribes and States continue to negotiate in good faith under 
the published regulations of the Commission, there will be far 
fewer regulatory violations. We will continue to be diligent in this 
area. The Department has repeatedly warned that the flow of cur- 
rency through Indian casinos requires valance to avert illegal ac- 
tivities such as embezzlement, fraud, money laundering, as well as 
to protect the tribes’ interests. Strict compliance with the scheme 
of regulation ordained by Congress is of utmost importance. 

Mr. Chairman, this concludes my statement. I will be happy to 
answer any questions that the subcommittee may have. 

[Prepared statement of Mr. Urgenson follows:] 
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Mr. Chairman and Members of the Subcommittee — 

Good Morning. My name is Larry Urgenson. X am an Acting 
Deputy Assistant Attorney General in the Criminal Division of the 
Department of Justice. 

I am happy to be here today to testify concerning the 
important issue of Indian gaming. As the agency responsible for 
the enforcement of criminal violations of federal gambling lavs, 
and in particular, the Indian Gaming Regulatory Act (IGRA), the 
Department has a keen interest in the compliance with Indian 
gaming lavs. As you veil know, for several years Congress 
labored to develop legislation that would accommodate the 
conflicting interests of lav enforcement agencies, 
opponents of Indian gaming, champions of tribal sovereignty and 
those who saw gaming as a solution to the enormous economic 
problems of the Native American tribes. The result of that labor 
was the enactment of the Indian Gaming Regulatory Act in October 
1988. 

The congressional findings and policies explicitly set forth 
in IGRA, and implicit in its regulatory scheme, are strongly 
supportive of the Native American tribes need and right to 
conduct gaming while recognizing the need for regulation and 
prevention of the infiltration by organized crime. 
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The Department of Justice is dedicated to responding 
promptly to serious and flagrant non-compliance with Indian 
gaming lavs. The Department will utilize its enforcement weapons 
against operations conducted without tribal sanctions, or where 
there is evidence of organized crime infiltration, skimming or 
other forms of crime. I cite several recent examples; 

* Prosecutions were brought against private entrepreneurs 
operating casinos in violation of tribal, state and federal laws 
on the St. Regis Mohawk reservation in the Northern District of 
New York; 

* Casinos operated without tribal authority were closed 
down in the District of Montana and the Eastern District of 
Oklahoma; 

* A casino operation in the Northern District of 
California was closed down when reports of skimming by the 
manager, allegedly an associate of organized crime figures, was 
investigated; 

* In the Southern District of California, an Indian 
official who skimmed from the tribal gaming establishment he 
managed was convicted of embezz lament, and his wife was convicted 
of income tax violations; and 

* Several members of a New York tribe who, after taking 
over a tribal casino from its authorized operators, divided up 
the take and then firebombed the facility, were successfully 
prosecuted for those offenses. 
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Although ve have successfully prosecuted certain instances 
of criminal activity in connection with gaming on Indian lands, I 
emphasize that the belief held by some that Indian gaming 
operations are rife with serious criminality is not established 
by the data currently available. That belief breaks down into 
three assertions: (1) that the tribal games have been infiltrated 
by organized crime families; (2) that the tribes have been 
victimized by criminal elements not associated with the major 
crime families; and (3) that the tribes are conducting illegal 
gaming. 

The Department of Justice believes that to date there has 
not been a widespread or successful effort by organized crime to 
infiltrate Indian gaming operations. For several years, the FBI 
has focussed its efforts on monitoring these organizations and 
their associates so that they will be apprehended if they engage 
in illegal activity or attempt to infiltrate legitimate 
enterprises. One such investigation has revealed an unsuccessful 
attempt to infiltrate the gaming operation of the Rincon Band in 
California. This investigation resulted in the indictment of ten 
men, and the conviction of all but one, on charges of 
racketeering, extortion, mail fraud and wire fraud. Moreover, 
the FBI now has fewer than five open investigations of organized 
crime family activity relating to gaming on Indian lands. 

Because monitoring these families is one of the FBI f s highest 
priorities, I am confident that any evidence of federal crime 
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that nay develop will be fully investigated and referred to the 
United States Attorneys for appropriate action. 

Similarly, there has been little evidence of illegal 
activity committed by criminal elements not associated with the 
major organized crime families. Again, on those occasions when 
such allegations have been brought to our attention, they have 
been investigated, and when sufficient evidence is developed for 
conviction, we have not hesitated to prosecute. Two examples are 
our prosecution of a Native American official who skimmed the 
receipts of his tribe's bingo hall and the prosecution of persons 
who looted and burned a New York casino. There are a handful of 
investigations into allegations of similar misconduct now being 
conducted. 

Finally, there are instances of illegal gaming in Indian 
country. These instances include regulatory violations stemming 
from gaming conducted by tribes on Indian lands and gaming that 
is conducted on Indian lands, but not by Native American tribes. 
Gaming that is not operated under tribal auspices, such as the 
casinos on Crow and Choctaw lands, cannot be legal under any 
circumstances. I believe that all operations in this category 
have been shut down. 

However, even certain gaming activity conducted under tribal 
auspices may be illegal. The Indian Gaming Regulatory Act 
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established the regulatory framework for this gaming, and 
provides different requirements for games separated into three 
classes. Classes I (social) gaming is solely regulated by the 
tribes. Class II gaming requires administrative approval of 
management contracts and tribal gaming ordinances. The National 
Indian Gaming Commission (the Commission) has oversight 
responsibilities with respect to the Class II requirements. 

The principal category of gaming characterized as illegal 
consists of those games which arguably, but not clearly, are 
class III games, and which are conducted without a compact 
negotiated between the state and tribe, as required by IGRA. In 
some cases, the gaming classification is in dispute because the 
tribes claim that the game properly falls in class II an- 
requires no compact. The final gaming definitions, vt h 
been issued by the Commission, should give greater c< ainty to 
gaming classification. Nevertheless, some classific ion issues 
remain in dispute, although both district and appellate courts 
have approved both specific definitions and the Commission’s 
interpretive approach to IGRA provisions. 

There are many possible sources of confusion and frustration 
for law enforcement when class III gaming is at issue: 

* In some instances of clear, admitted class III gaming, 
a state may change its law to permit previously forbidden games, 
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thus obligating the states to enter into compact negotiations 
they were once able to refuse. 

* A tribe may be conducting class III gaming without a 
compact, but the state and tribe may be in the course of 
negotiations that may result in a compact that allows the games. 

* A state has negotiated the inclusion of certain games 
in a compact, but has declined to include certain others, or has 
placed limits upon them. The prosecutor is then uncertain 
whether the tribe will discontinue the games, or file suit under 
IGRA. 

* A tribe may be conducting gaming without a compact, but 
has filed suit against the state because the compact negotiation 
process has reached an impasse. A related complication is that 
some states have successfully blocked these tribal suits by 
invoking the immunities of the 10th and llth Amendments. 

Under these circumstances # United States Attorneys are faced 
with the difficult decision of whether to allocate scarce 
investigative and prosecutorial resources. It can be hard to 
justify the expenditure of resources for these alleged violations 
which are in the process of resolution and which, under IGRA,* may 
eventually be validated by actions of the Commission, the state 
or the courts. 


Let me give you a few examples of these predicaments: 
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* After encouraging the United States Attorney to 
announce that she would not tolerate illegal gambling devices on 
Montana reservations when there was no compact! the state 
Attorney General appealed to his congrersional delegation to have 
the Congress grant a special six month immunity to violators in 
that state. 

* In Oklahoma, shortly after the state Attorney General 
filed a brief in federal court demonstrating the illegality of 
slot machines, the Governor negotiated a compact for their 
introduction on to tribal lands. When the tribe later sought to 
enjoin the United States Attorney for the Western District from 
interfering with their devices, the federal court held, in accord 
with the views of both the Attorney General and the United States 
Attorney, that the devices were illegal under Oklahoma law and 
were not the proper subject of negotiation. The Court of Appeals 
for the Tenth Circuit affirmed. 

* In Arizona, after state officials made clear that they 
would not negotiate with respect to slot machines, the United 
States Attorney, through repeated warnings, effected the closure 
of seven casinos. Two closed after her final warning and the 
others were shut down by seizure of their machines. One 
reservation resisted the seizure and, during the ensuing stand- 
off, the Governor intervened as mediator. 


i 
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The Arisona Governor entered into compacts with four of the 
tribes. When three of the tribes each made what he considered 
unreasonable demands for 2500 machines, he broke off negotiations 
and was sued. The court denied the immunity claims and sent the 
matter to a mediator who selected the compacts proposed by the 
tribes. In response, a special session of the legislature was 
called to enact legislation That declared all gaming illegal 
except for the state-run lottery and parimutuel horse and dog 
racing. (The question will soon be the subject of a state 
referendum. ) 

Finally, the sensitive relationship between the tribes and 
the United States Attorneys also inhibits precipitous action. 

The federal government has a trust obligation to encourage tribal 
self-government and economy, Congress has endorsed gaming as a 
legitimate measure for raising revenue, and the United States 
Attorneys are in constant collaboration on other governmental 
matters with the tribal officials who are also involved in the 
gaming disputes. Given the uncertainty that exists over whether 
or not tribes may en$age-ln particular forms of gaming, the risk 
of violence attendant upon enforcement of regulatory provisions, 
and the nature of federal-tribal relations, the caution federal 
prosecutors are exercising in moving against the tribes is 
understandable and appropriate. 


a 
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In sun, the current record does not support the argunent 
that there is widespread infiltration of organised crime into 
ganing on Indian reservations* However, there is ganing of 
disputable legality, some of which eventually cones into 
conpliance with IGRA, after negotiations between the tribe and 
state. If the tribes and states continue to negotiate in good 
faith under the published regulations of the Connission, there 
will be far fever regulatory violations. 

We will continue to be diligent in this area. The 
Oepartnent of Justice has repeatedly warned that the flow of 
currency through Indian casinos requires vigilance to avert 
illegal activities such as embezzlement, fraud and noney 
laundering, as well as to protect the tribes 1 interests. This 
observation is true of non-Indian gaming as well. Strict 
conpliance with the scheme of regulation ordained by Congress is 
of utnost importance to insure the benefits of lawful gaming by 
the Indian tribes. 

Mr. Chairman, this concludes my statement. I will be glad 
to answer any questions from you and other members of the 
Subcommittee. 


84-760 0 — 94 — 5 
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Mr. Richardson. Thank you. 

The chair recognizes Mr. David Palmer. 


STATEMENT OF DAVID B. PALMER 

Mr. Palmer. Thank you very much, Mr. Chairman, good morn- 
ing, and members of the subcommittee. 

I am David Palmer, the deputy assistant commissioner for the 
Criminal Investigation Division of the Internal Revenue Service. 
With me today is Mr. Peter Djinis, director of the Office of Finan- 
cial Enforcement, Department of the Treasury. The Office of Finan- 
cial Enforcement is tne office responsible for the Bank Secrecy Act 
compliance and enforcement. 

We appreciate this opportunity to appear before you today to dis- 
cuss current IRS activities involving enforcement of Internal Reve- 
nue Code Section 60501 and the Bank Secrecy Act, also known as 
the BSA, as they relate to casinos and the Indian gaming industry. 

The IRS is strongly committed in its efforts to fight money laun- 
dering and to increase compliance with the current reporting laws 
while maintaining an overall effective tax administration program. 
Because of the efforts of law enforcement and regulatory compli- 
ance functions, money laundering techniques are constantly chang- 
ing. Where once we concentrated our efforts on the deposit of large 
sums of cash into banks, we now focus our efforts towards less tra- 
ditional methods of money laundering such as the use of nonbank 
financial institutions, including money transmitters, check cashing 
businesses, and casinos. 

The Internal Revenue Service has a dual responsibility in its 
anti-money-laundering role. IRS, through its Criminal Investiga- 
tion Division, has been delegated authority to conduct criminal in- 


vestigations relative to financial transactions involving money 
laundering activity. This includes the criminal money laundering 
offenses of Title 18 and the currency reporting crimes of the BSA, 


Title 31, and Internal Revenue Code Section 60501, Title 26. 

The IRS Examination Division is responsible for ensuring compli- 
ance with the reporting and record-keeping provisions of the BSA 
by all financial institutions under its jurisdiction. These include 
any financial institution not under the supervision of Federal bank 
regulatory agencies or the Securities and Exchange Commission — 
basically, all nonbank financial institutions, including casinos, ex- 
cept those located in Nevada. 

The Examination Division also is responsible for ensuring com- 

E liance with Section 60501 which presently applies to all trades or 
usinesses other than those subject to BSA, including Indian gam- 
ing operations. 

A database of these required currency reports is maintained by 
IRS in the currency and hanking retrieval system at our Detroit 
Computing Center. This database is used by IRS for civil and 
criminal law enforcement and tax administration purposes. 

Certain BSA information contained in the database is also dis- 
seminated to other Federal and State agencies for law enforcement 
and regulatory purposes. 

Non-tribal casinos have been subject to the BSA currency report- 
ing and record-keeping requirements since 1985. Like other finan- 
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rial institutions, non-tribal casinos must complete a currency re- 
porting form, a Currency Transaction Report for Casinos, or a 
CTRC, for all currency transactions in excess of $10,000 whether 
as a deposit, a withdrawal, an exchange, a redemption or purchase 
of chips, receipts from a slot machine payoff, et cetera. 

In addition, like the other financial institutions, non-tribal casi- 
nos must maintain specific financial records for five years including 
payer rating cards maintained by the casino to monitor its cus- 
tomers’ waging, wins, and losses. The IRS Examination Division 
has been delegated the authority to examine these non-tribal casi- 
nos for compliance with the BSA requirements. 

Pursuant to a 1985 memorandum of agreement with the Depart- 
ment of the Treasury, the State Gaming Control Board assumes 
regulatory responsibility for casinos located in Nevada. Nevada ca- 
sinos file reports similar to the CTRC’s directly with the State 
Gaming Control Board under State regulatory requirements. These 
reports are then forwarded to the IRS for inclusion in the Detroit 
computing center database along with the other CTRC’s. 

Prior to the BSA application to casinos, money laundering activi- 
ties occurred involving casinos in a variety of ways, including the 
purchase of chips with large amounts of cash and later redeeming 
the chips for casino cashiers’ checks without any significant gam- 
bling. Casinos also have been utilized to exchange narcotics pro- 
ceeds in small denomination bills for $100 bills to ease smuggling 
cash out of the country. 

The currency reporting and record-keeping features of the BSA 
have enabled the IRS to utilize the CTRC’s and similar documents 
to successfully identify and prosecute individuals involved in money 
laundering wnere casinos were involved. 

Pursuant to the new Treasury Department regulations effective 
March 1, 1994, each casino will have to develop and implement a 
BSA compliance program reasonably designed to assure and mon- 
itor compliance with the Bank Secrecy Act. These BSA compliance 

E ro grams are similar to those imposed on all Federally regulated 
antes since 1987 which have proven to be extremely successful. 
Section 20(dXl) of the Indian Gaming Regulatory Act provides 
that certain provisions of the Internal Revenue Code, including sec- 
tion 60501, shall apply to Indian gaming operations. There is a 
technical defect in the Act which says Section 60501 pertains to 
gambling winnings. However, Section 60501 applies only to incom- 
ing cash and not to cash-out or. winnings as indicated by the Act. 

Nevertheless, it is our view that Indian tribal casinos are pres- 
ently subject to the limited currency reporting requirements under 
Section 60501 which pertain to cash received and contain no record- 
keeping requirements. In comparison, the BSA mandates a com- 
prehensive currency reporting and detailed record-keeping system 
with numerous anti-money-laundering safeguards. Section 60501 
requires the reporting of receipts of cash in excess of $10,000 on 
form 8300, which is the report of cash payments over $10,000 re- 
ceived in a trade or business. 

The following example illustrates the distinction between a non- 
tribal casino required to file a CTRC as compared to an Indian trib- 
al casino required to file form 8300. 
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Casino A is a nontribal casino subject to the Bank Secrecy Act. 
Casino B is a tribal casino subject to Section 60501. Gambler Doe 
walks into Casino A and purchases chips for $15,000 in cash. At 
the end of the night, Gambler Doe cashes in his chips, including 
winnings, and gets $25,000 in cash. 

Casino A is required to file a CTRC which provides identification 
information on Gambler Doe and reports both of the transactions, 
the cash in a bond entry, the $15,000, and the cash out, a bond de- 
parture, the $25,000. 

Gambler Doe then enters Casino B and purchases chips in ex- 
change for $15,000 in cash. He later departs and cashes in the 
chips for $35,000 in cash. Pursuant to Section 60501, Casino B is 
only required to provide Gambler Doe’s identification and report 
only the first half of the transaction, the incoming cash. 

Mr. Chairman, based on the IRS and Treasury involvement with 
the Indian gaming industry to date, I am providing the following 
joint IRS/Treasury recommendation for the subcommittee. 

We recommend a statutory amendment to both the Bank Secrecy 
Act and the Indian Gaming Regulatory Act to specify that Indian 
gaming operations are subject to the Bank Secrecy Act rather than 
to Section 60501. The comprehensive nature of the Bank Secrecv 
Act would provide additional safeguards to the tribes while provid- 
ing law enforcement the paper trail necessary for effective and effi- 
cient financial enforcement. 

In addition, the IRS and Treasury plan to work jointly with the 
Justice Department to coordinate a national Indian gaming con- 
ference and will continue the ongoing outreach educational initia- 
tives with the Indian gaming industry. 

In conclusion, I would like to emphasize that our goal is to 
strengthen the cooperative relationships among the Federal agen- 
cies working with the Indian gaming industry, and I thank the 
subcommittee for its interest in our activities relating to money 
laundering enforcement and the Indian gaming industry. 

We would be happy to respond to any questions, Mr. Chairman. 

[Prepared statement of Mr. Palmer follows:] 
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Mr. Chairman and Members of the Subcommittee: 

With me today is Peter G. Djinis, Director of the Office of 
Financial Enforcement, Department of the Treasury. The Office of 
Financial Enforcement is the office responsible for Bank Secrecy 
Act compliance and enforcement. We appreciate this opportunity 
to appear before you today to discuss current IRS activities 
involving enforcement of Internal Revenue Code Section 60501 
("Section 60501") and the Bank Secrecy Act ("BSA") as they relate 
to casinos and the Indian Gaming industry. 

More specifically, I hope to provide you with a broader 
understanding of what money laundering is and how it can occur in 
a casino and the Indian Gaming industry; IRS* role in money 
laundering enforcement; and, how Section 60501 and the Bank 
Secrecy Act safeguard against money laundering while assisting 
the IRS in its anti-money laundering enforcement and tax 
administration. The IRS is strongly committed in its efforts to 
fight money laundering and to increase compliance with the 
currency reporting laws while maintaining an effective overall 
tax administration program. 
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X. INTRODUCTION 

Simply put, money laundering is any method used to conceal 
or disguise the existence and origin of money generated from 
illicit activity, including tax evasion. The objective of those 
engaged in money laundering is to move the illicit proceeds into 
and through the financial system and then back into the economy 
in a form which appears legitimate — the source of which cannot 
be traced. Money laundering is executed in three stages: 1) 

Placement, 2) Layering, and 3) Integration. 

The "Placement" stage is the initial process by which 
launderers inject their illicit proceeds into the financial 

* 

system. This may include the physical disposal of large amounts 
of cash into banks, as we saw during the late 1970s and early 
1980s? or by "structuring" or "smurfing" cash deposits of less 
than $10,000 into banks and other financial institutions 
including casinos. Many other methods of placement exist 
including the smuggling of bulk cash out of the United States for 
placement into the financial system in other jurisdictions. 
Generally, during the placement stage money launderers must 
utilize bank and nonbank financial institutions (NBFIs) , 
including casinos. 

Structuring is the technique for depositing cash or 
converting it to monetary instruments to avoid the filing of 
currency reporting forms. For example: Person A has a total of 
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$18,000 in currency and wants to deposit it into a bank account 
without a currency transaction report being filed by the bank 
with the government* Person A purchases a cashiers check for 
$9,000 then deposits the cashier's check with the remaining 
$9,000 in cash in the bank account. Under the BSA, Person A has 
structured his financial transactions to avoid the currency 
reporting laws. 

Once the illicit proceeds are placed into the. financial 
system, they are easily moved around to separate the funds from 
their source by creating complex layers of financial 
transactions. This is known as the "Layering" stage and often 
money launderers convert the placed cash into cashiers checks or 
wire transfer funds from one bank account to another, from one 
bank to another, and from one country to another. These layers 
of financial transactions, even with their paper trails, make it 
difficult (and sometimes impossible due to foreign bank secrecy 
laws) for law enforcement to follow and trace the illicit funds 
back to the launderer or illicit activities. 

The final stage of the money laundering process is 
"Integration" where the launderer moves the funds back into the 
economy by creating a legitimate appearance or explanation of the 
once illicit proceeds. The use of front companies, sham loans, 
real estate transactions and gambling winnings are just a few 
examples of the integration of illicit proceeds into the economy. 
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After the illicit proceeds are integrated back into the economy, 
the launderers have successfully completed their objective. Many 
people equate money laundering solely with the proceeds of 
narcotics trafficking. However, to IRS it includes income 
derived from any illicit activity, including white collar crime, 
as well as unreported income from an otherwise legitimate 
activity . 

Because of the efforts of law enforcement and regulatory 
compliance functions, money laundering techniques are constantly 
changing. Where once we concentrated our efforts on the deposit 
of large sums of cash into banks, we now focus our efforts toward 
less traditional methods of money laundering, such as the use of 
non-bank financial institutions (NBFIs) including casas de 
c&mbio, money transmitters, giros, check cashing businesses, 
casinos, and those that sell money orders. Further, experience 
has shown that money launderers have not stopped at the use of 
non-bank financial institutions? rather, they have utilized cash 
intensive trades and businesses, and have resorted to cash 
purchases of material assets which are later resold. Because of 
this evolution, we too must remain flexible in continually 
seeking new and innovative ways to address this ever-changing 
criminal activity. 


i 



134 


5 

II. XRB JURISDICTION PERTAIN ISO TO NONET LAUNDER I NO ENFORCEMENT. 

When we speak of "money laundering enforcement , " we actually 
are making reference to the enforcement of three separate laws: 
The recordkeeping and currency transaction reporting requirements 
of the "Bank Secrecy Act" (Title 31); Section 60501 of the 
Internal Revenue Code (Title 26); and, the money laundering 
criminal statutes (Title 18). The Bank Secrecy Act (BSA) and IRC 
Section 60501 provide a means to identify and fight money 
laundering through currency transaction reporting and financial 
recordkeeping. The money laundering criminal statutes provide a 
direct means for the investigation and prosecution of money 
laundering activity. These three laws prescribe severe criminal 
and civil penalties and forfeiture provisions. 

The IRS has a dual responsibility in its anti-money 
laundering role: IRS, through its Criminal Investigation 

Division, has been delegated authority to conduct criminal 
investigations relative to financial transactions involving money 
laundering activity. This includes the criminal money laundering 
offenses of Title 18; and, the currency reporting crimes of the 
BSA (Title 31) and IRC Section 60501 (Title 26). 

IRS Examination is responsible for ensuring compliance with 
the reporting and recordkeeping provisions of the BSA by all 
financial institutions under its jurisdiction. These include any 
financial institution not under the supervision of federal bank 


« 



135 


6 

regulatory agencies or the Securities and Exchange Commission, 
i.e* . all nonbank financial institutions and include casinos 
(except those located in Nevada)* Examination also is 
responsible for ensuring compliance with Section 60501, which 
presently applies to all trades or businesses other than those 
subject to the BSA, including Indian Gaming operations* 

Bank Secrsgy-Ad 

Under the authority of the Bank Secrecy Act, Congress 
established certain currency information reporting requirements. 
These reporting requirements help us identify those persons who 
attempt to conceal their participation in crises where 
substantial amounts of currency are involved. The information 
reports provide a paper trail of records that must be maintained 
by financial institutions for a period of five years. Of equal 
importance to the reporting requirements of the BSA, the BSA also 
contains requirements that financial institutions maintain 

i 

records necessary to reconstruct financial transactions in the 
event of a later criminal or tax case. The Bank Secrecy Act and 
its reporting requirements provide additional tools to curb money 
laundering indirectly by authorizing criminal prosecution of 
those persons who intentionally fail to file, or file false, 
currency information reports. IRS has been delegated authority 
to conduct all criminal investigations relative to the BSA with 
the exception of matter involving cross-border transportation of 
currency and monetary instruments (U.S* Customs Service Currency 
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and Monetary Instruments Reports - CMIRs). IRS' regulatory 
responsibilities include ensuring the timely ard accurate filing 
of the following three Bank Secrecy Act reports! 

It Currencv_Tr ansa e t ion Report (Form 121131 » A "Currency 
Transaction Report" (CTR) must be filed by a financial 
institution for each cash deposit, withdrawal, exchange, or other 
payment or transfer involving currency in excess of $10,000 on a 
business day. 

2 « Currency Transa ction ReDQrts„b.V-CasinQ„(Jgorm 63621. Any 
licensed casino operating in the United States with gross annual 
gaming revenues in excess of $1 million must file a "Currency 
Transaction Report by Casino" (CTRC) for each currency 
transaction in excess of $10,000 on a day. A currency 
transaction at a casino includes both incoming and outgoing cash* 
CTRC s are not currently required to be filed by Indian Gaming 
operations or casinos located in Nevada. 

3, Report of Foreign Bank and financial .Accounts i Treasury 
Form TDF 90-22.1) . Any person subject to U.S. jurisdiction 
(including a U.S. citizen residing abroad) who has a financial 
interest in or signature authority over account (s) with a value 
of more than $10,000 must file a Report of Foreign Bank and 
Financial Accounts (FBAR). 
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IRC. Section fepgfll 

Section 60501 of the Internal Revenue Code provides another 
key tool for the tax compliance and lav enforcement community to 
use in its efforts to detect unreported or illicit income and 
prevent the laundering of that income* This section requires the 
reporting of receipts of cash in excess of $10,000 by persons 
engaged in any trade or business (other than financial 
institutions required to report under the BSA) on a Report of 

Cflah FflYBftntg Pvgg Rflgglygd-in.q .Tradfe. or Business (IRS 

Form 83001 . This section applies to casinos with gross annual 
gaming revenue of $1 million or less (the BSA applies to casinos 
with over $1 million) and to all Indian gaming operations* 

Section 60501 is referenced in the Indian Gaming Regulatory Act 
(hereinafter the Act). 

Similar to thfc BSA, Section 60501 provides for both civil 
and criminal sanctions for failure to file reports; for filing 
false reports; and, for structuring, or assisting in structuring 
financial transactions to evade tne reporting requirements* 

Unlike the BSA, Section 60501 contains provisions for 
notification to the effected parties and for the inclusion of 
certain monetary instruments as cash* IRS Examination is 
responsible for ensuring the reporting requirements are met and 
IRS Examination conducts routine compliance checks of businesses* 
IRS Criminal Investigation conducts investigations of alleged 
criminal violations of Section 60501 which are prosecuted 
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criminally under the provisions of IRC Section 7203 (willful 

% 

failure to file) or Section 7206 (false or fraudulent statement). 

A database of these required currency reports is maintained 
by IRS in the Currency and Banking Retrieval System (CBRS) at our 
Detroit Computing Center. This database is used by IRS for civil 
and criminal law enforcement and tax administration purposes. 
Certain information contained in the database is also 
disseminated to other federal and state agencies for law 
enforcement and regulatory purposes. 

The following example illustrates the distinction between a 
casino required to file a CTRC as compared to an Indian Tribal 

casino required to file Forms 8300: 

*» . 

Casino A is a non-Tribal casino subject to the BSA. Casino 
B is a tribal casino subject to Section 60501. Gambler Doe walks 
into Casino A and purchases chips for $15,000 in cash. At the 
end of the night Gambler Doe cashes in his chips including 
winnings and receives $25,000 in cash. Casino A is required to 
file a CTRC which provides identification information on Gambler 
Doe and reports both of the transactions -- cash in upon entry 
and cash out upon departure. Gambler Doe then enters Casino B 
and purchases chips in exchange for $15,000 in cash. Gambler Doe 
later departs after cashing in chips for $35,000 in cash. 

Pursuant to Section 60501, Casino B is only required to provide 
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identification information and report only the first half of the 
transaction -- the incoming cash to purchase chips upon entry. 
This limited information reporting cuts off the paper trail 
thereby eliminating further financial analysis of Gambler Doe's 
currency transactions. In addition. Casino A is required to 
maintain additional supporting documents concerning Gambler Doe's 
financial transactions for five years. Casino B is not required 
to maintain any additional documents. 

* 

III. VULNERABILITY OF CASINOS FOR MONEY LAUNDERING ACTIVITY 

In May of 1985, the Department of the Treasury amended the 
BSA regulations (31 C.F.R. Part 103) to designate non-Tribal 
casinos as financial institutions subject to the BSA currency 
reporting and recordkeeping requirements. Like other financial 
institutions, non-Tribal casinos must complete a currency 
reporting form (CTRC) for all currency transactions in excess of 
$10,000, whether as a deposit, withdrawal, exchange , or 
redemption or purchase of chips, receipts from slot machine 
payoffs, etc. In addition, like the other financial 
institutions, non-Tribal casinos must maintain specific financial 
records for five years, including player rating cards maintained 
by the casino to monitor its customer's waging wins and losses. 
IRS Examination has been delegated the authority to examine non- 
Tribal casinos (except those located in Nevada) for compliance 
with the BSA requirements. 
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Also in 1985, the Department of the Treasury entered into a 
Memorandum of Agreement with the State of Nevada. Pursuant to 
the agreement, the State Gaming Control Board assumes regulatory 
responsibility for casinos located in Nevada. Nevada casinos 
file reports under state regulatory requirements similar to the 
CTRCs for cash-in transactions directly with the State Gaming 
Control Board. Nevada casinos also file currency transaction 
incidence reports for cash-out transactions directly with the 
Board. These reports are then forwarded to the IRS for inclusion 
in the Detroit Computing Center database containing the other 
CTRCs. 


Prior to the BSA application to casinos, money laundering 
activities occurred involving casinos in a variety of ways 
including the purchase of chips with large amounts of cash and 
later redeeming the chips for casino cashier's checks without 
significant gambling. Casinos also have been utilized to 
exchange narcotics proceeds in small denomination bills for $100 
bills to ease smuggling cash out of the country. The currency 
reporting and recordkeeping features of the BSA have enabled the 
IRS to utilize the CTRCs to successfully identify and prosecute 
individuals involved in money laundering where casinos were 
involved. The following are only a few such examples. 

• An attorney laundered over $3 million dollars of drug 

proceeds from his client at the casinos over a period of 
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several months. The attorney exchanged large amounts of 
cash for casino cashier's checks without any substantive 
gambling activity. The attorney eventually pled guilty to 
failure to file CTRs (since the attorney was acting as a 
non-bank financial institution), conspiracy to launder money 
and drug conspiracy. He was sentenced to 15 years in 
prison. 

An individual using false identification, cashed out casino 
chips for "high rollers" for a 5% fee. The "high rollers", 
including numerous narcotic traffickers would purchase chips 
and gamble enough to avoid suspicion and then give the chips 
to this "five percenter" to redeem for them. The "five 
percenter" would redeem the chips in $100 dollar bills and 
allow the CTRCs to be filed using his false identification. 
Over a period of 11 months, 5 casinos filed 45 CTHCs 
totaling over $1 million, containing false identification 
information provided by the "five percenter". • The "five 
percenter was eventually prosecuted and convicted. 

An attorney entered into an agreement with an international 
heroin smuggling organization to launder their drug proceeds 
for a fee of 3%-5%, depending on the amount handled. The 
attorney took receipt of millions of dollars of heroin 
proceeds in $5, $10, and $20 dollar bills. The attorney 
used "smurfs" to exchange these small bills for $100 bills 
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at numerous casinos. The less voluminous $100 bills were 
then smuggled to the Bahamas, Canada, and Bermuda. The 
currency was then shipped from Canada and Bermuda by 
commercial couriers to Switzerland for deposit into banks. 
Wire transfers were used to move the money from the Bahamas 
to the same Swiss banks. 

The CTRCs and other BSA required records are also utilized 
for successful civil and criminal tax enforcement*. IRS 
Examination and Collection divisions utilize this data to 
identify potential nonfilers as well as to identify unreported 
taxable income. 

Although subject to the BSA since 1985, casinos were not 
previously required to implement a BSA compliance program within 
each casino. However, Atlantic City casinos did voluntarily 
adopt BSA compliance programs as far back as November 1988. 
Pursuant to the new Treasury Department regulations effective 
March 1, 1994, each casino will have to develop and implement a 
BSA compliance program reasonably designed to assure and monitor 
compliance with the BSA. Each compliance program is required to 
include components fort 

1) internal controls; 

2) testing (auditing) of compliance; 

3) training of casino personnel in BSA compliance 
responsibilities; 
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4) appointment of personnel to assure day-to-day 
compliance; 

5) identification of required persons; 

6) identifying reportable or recordable multiple 
transactions ; and , 

7) use of in-house information and computer systems to 
enhance compliance* 

These BSA compliance programs are similar to those imposed 
on all federally regulated banks since 1987 which have proven to 
be successful. Treasury BSA compliance initiatives , such as the 
imposition of these compliance programs, have contributed to the 
significant reduction in money laundering activity involving 
traditional banks. Treasury continues to work with the casino 
industry to strengthen the industry's commitment to preventing 
money laundering. 

XV. INDIAN OAK X NO INDUSTRY AND BANK SECRECY ACT APPLICATION 

In 1988, Congress enacted the Indian Gaming Regulatory Act, 
25 U.S.C. 2701 et .seq. . which governs gaming operations conducted 
on Indian lands. Section 20(d)(1) of the Act (25 U.S.C. 
2719(d)(1)) provides that certain provisions of Title 26, 
including Section 60501, shall apply to Indian gaming operations. 
There is a technical defect in the Act which says 60501 pertains 
to gambling winnings. Of course Section 60501 applies only to 
incoming cash and not to cash-out as winnings. Nevertheless, it 
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is our view that Indian Tribal casinos are presently subject to 
the limited currency reporting requirements under Section 60501 
which pertain to cash received and contain no recordkeeping 
requirements. In comparison, the ESA undates a comprehensive 
currency reporting and detailed recordkeeping system with 
numerous anti-money laundering safeguards. 

Based upon IRS's investigative and regulatory experience, we 
know that loose or inadequate regulation and recordkeeping will 
lead to enforcement problems. Over the past ten years or more, 
every action the federal government has taken to eliminate or 
reduce identified methods of money laundering, has generated a 
counteract by the creative launderers who continue to expand to 
new and inventive methods to launder their illicit proceeds. He 
believe the Indian Gaming industry, while still in its infancy, 
would substantially benefit from additional regulation and 
recordkeeping covering currency transactions to implement 
additional safeguards for deterrence of money laundering. 

The Indian Gaming industry is relatively new and the Act has 
only been in place a short time. Some of the tribes are unsure 
of their new responsibilities pertaining to the casinos under 
federal law. In this regard, IRS Examination has initiated an 
extensive nationwide outreach program aimed at educating the 
Indian gaming industry of its responsibilities. 
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IRS Examination is working with the tribes to better 
understand issues in Indian Country and has developed and 
implemented a plan to address these issues. Activities of this 
plan included making presentations and staffing information 
booths/exhibits at tribal conferences dealing with Indian Gaming 
such as; United South and Eastern Tribes (USBT); National Indian 
Gaming Association (NIGA); 1st Annual Indian Nations Gaming and 
Trade Show; National Conference on Indian Gaming; and, National 
Congress of American Indians (NCAI) aid-year conference. Future 
planned conference activities involve the Northwest Indian Gaming 
Tribe (NIGT) and the Midwest Indian Gaming Association (MIGA). 

The Tribal leaders have been very receptive to this outreach 
process. 

IRS Examination is also chairing an inter-agency task force 
consisting of representatives from the Department of the 
Treasury; Department of the Interior (Bureau of Indian Affairs, 
Indian Gaming Management Office, and the National Indian Gaming 
Commission); Bureau of Alcohol, Tobacco and Firearms; and all 
functions of the IRS. IRS Examination has also been active 
within the IRS organization educating the Service nationwide on 
Indian Gaming and related issues. 
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V. RSCOHMSHDATXOMS AMD C0MCLU8X0M 

Baaed on IRS and Treasury involvement with the Indian Gaming 
industry to date, I am providing the following joint IRS/Treasury 
recommendation for the Subcommittee's consideration. 

We recommend a statutory amendment to both the Bank Secrecy 
Act and the Indian Gaming Regulatory Act to specify that Indian 
Gaming operations are subject to the Bank Secrecy Act rather than 
to Section 60501. The comprehensive nature of the BSA would 
provide additional safeguards to the tribes, while providing law 
enforcement the paper trail necessary for effective and efficient 
financial enforcement. 

In addition, the IRS and Treasury plan to work jointly with 
the Justice Department to coordinate a national Indian Gaming 
Conference and will continue the ongoing outreach-education 
initiatives with the Indian Gaming industry. 

In conclusion, I would like to emphasize that our goal is to 
strengthen cooperative relationships among the Federal agencies 
working with the Indian Gaming industry. I thank the 
Subcommittee for its interest in our activities relating to money 
laundering enforcement and the Indian Gaming industry. We would 
be pleased to respond to any questions you may have. 
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Mr. Richardson. Thank you. 

The chair recognizes the gentleman from Wyoming. 

Mr. Thomas. Just one veiy quick question, Mr. Urgenson. 

When you are asked to investigate or prosecute, where do the 
complaints come from normally? Do they come from this regulatory 
commission, or how do you arrive at where there is a problem? 

Mr. Urgenson. Complaints often come— they arc delivered most 
often in the field to the local United States Attorney's office or the 
to the FBI, and perhaps Mr. Moody could elaborate more specifi- 
cally. 

Mr. Moody. Concerning organized crime investigations, over 90 

E ercent of all of our investigations are based upon our own intel- 
gence base. We don’t have that many people come through the 
front door and tell us about organized crime. 

Mr. Thomas. Well, that is good. I am glad to hear that. 

I am just curious. You need some sort of a regulatory group, it 
would seem to me. That is not your role, is it, in the Justice De- 
partment? 

Mr. Urgenson. Typically, in a regulated industry, agood portion 
of the referrals come from the regulatory community. That is an ac- 


curate statement, yes. 

Mr. Thomas. Tell me just quickly the comparison between — what 
is your involvement in private gaming such as in New Jersey that 
is not tribal? Do you have any particular involvement in that? 

Mr. Urgenson. The involvement, I suppose, would be limited to 
federal crimes, such as organized crime and perhaps money laun- 
dering, and Mr. Moody indicates he would like to add to that. 

Mr. Moody. We have memoranda of understanding with both 
Nevada and New Jersey, groups that address the gaming in those 
States. Both of them have law enforcement authority, so it makes 
it very easy to work with them. 

Mr. Thomas. So your involvement with tribal gaming and 
nontribal gaming is similar? 

Mr. Moody. With tribal gaming, it is different in that we have 
requests come in and we respond to them, but not all of the agen- 
cies that have oversight have law enforcement authority, so we 
can’t quite share the same type of information. 

Mr. Thomas. I see. 


Thank you, Mr. Chairman. 

Mr. Richardson. The chair recognizes the gentleman from Cali- 
fornia. 


Mr. Calvert. Thank you, Mr. Chairman. 

My question is also for Mr. Palmer. 

In California, as you know, we only have Class 2 gaming. How- 
ever, there are certain reservations that are engaged in Class 3 
gaming at the present time. The National Indian Gaming Commis- 
sion is only empowered to enforce Class 1 and Class 2 gaming, and 
so the Class 3 gaming in California is not being regulated. 

The 700-plus slot machines that are in California at the present 
time — what types of controls are in place at the present time to 
find out where that money was coming from and where it is going? 

Mr. Palmer. Congressman, I don’t know if I can answer that 
specifically, but right now, as I stated, as far as the civil side of 
the Internal Revenue Service, Department of the Treasury, that 



would fall under the compliance of the Examination Division. I can- 
not specifically answer. 1 don’t know exactly what we are doing in- 
sofar as those specific locations in California. But I will be happy 
to get back to you and provide you with the record of that. 

But as I said in my statement, as long as those activities do not 
fall under the supervision of the Federal Bank Regulatory or the 
SEC, they would fall under the purview of the Examination Divi- 
sion as far as civil oversight. 

Mr. Calvert. What mechanisms are currently in place to ensure 
that the cash flow in an Indian casino is fully and effectively mon- 
itored? 

Mr. Palmer. Pardon? Could you repeat that? 

Mr. Calvert. What mechanisms? Is this the same? Would it be 
the same answer? What mechanisms are currently in place to en- 
sure that the cash flow in an Indian casino is fully and effectively 
monitored? 

Mr. Palmer. That would also be within the Examination Divi- 
sion. 

Mr. Calvert. So we would need to talk to someone within the 
Examination Division to get an answer to those questions. 

Mr. Palmer. Yes, sir. 

Mr. Calvert. I understand — and maybe this question would go 
back to Mr. Moody — that there is no control on the revenue that 
is coming out of those slot machines, for instance, in California. Is 
that an accurate statement? 

Mr. Moody. I believe that is an accurate statement, yes, sir. 

Mr. Calvert. I understand that there is also no control on the 
types of odds on those machines or the quality of the machines. Is 
that an accurate statement? 

Mr. Moody. I believe that is an accurate statement. 

Mr. Calvert. I also understand that the National Indian Gam- 
ing Commission has no right, no jurisdiction, to involve itself in 
Class 3 gaming in California since Class 3 gaming technically is 
not legally permissible in California, so nobody is regulating that. 
Is that an accurate statement? 

Mr. Moody. I would rather you asked that with the Gaming 
Commission, sir. As far as I know in California, there are some 
regulatory agencies set up because you also have the card clubs out 
there. The specificities of what the Gaming Commission does, I 
would appreciate it if you would refer that to them. 

Mr. Calvert. Do we have any idea then if it is accurate to say 
that that revenue isn’t being — do we know where the money came 
from in the first place to acquire those slot machines? Do we have 
any knowledge of that? 

Mr. Moody. No, sir, I don’t. I can look into it. 

Mr. Calvert. If I can continue on this, it is common knowledge 
that Class 3 gaming is being conducted on many California, New 
Mexico, Washington State Indian reservations without a tribal- 
State compact, including electronic games of chance, video-poker, 
slot machines, and video black jack. Is it not a violation of State 
and Federal law to conduct such training without a compact, as- 
suming the States can compact for the games in the first place? 

Mr. Urgenson. I think it would be a violation of the law to con- 
duct Class III games without a compact, that is correct, and the 
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issue for us is whether or not it would be something which war- 
rants law enforcement, criminal law enforcement, involvement. 

As I have attempted to indicate in our statement, that is a very 
complicated question which requires an analysis of the specific 
facts, and if there is any specific evidence of such conduct which 
should be addressed in California, I think it should be addressed 
through the United States Attorney’s office there. 

Mr. Calvert. To carry on from what you just said, why is the 
Federal Government allowing Class 3 gaming to take place in Cali- 
fornia if, in fact, it is not allowed? 

Mr. Urgenson. I am not familiar with the specific factual situa- 
tion in California, so I can’t give you a detailed response. What 1 
have generally tried to address in my statement is that there are 
instances in which it is alleged that illegal Class III gaming is 
on in a particular jurisdiction, and wnether or not it is in fact 
III gaming, whether or not the classification is in question, 
whether there are ongoing negotiations with respect to a compact, 
whether or not there is litigation in court concerning the fairness 
with which the States have dealt with the tribes, are all factors 
that are considered in a specific case as to whether or not we are, 
as you might suggest, allowing something or acting. 

Mr. Calvert. I will ask Mr. Moody. 

Mr. Moody, do you think that 700 slot machines in Southern 
California would classify as Class 3 gaming? 

Mr. Moody. That depends upon my counsel here on my right. 
Whenever we have situations like that, quite frankly, we wait until 
it is cleared up more before we commit manpower to conduct inves- 
tigations on something like that. 

Mr. Calvert. I had just one more question for you, Mr. Moody. 
There was an article in U.S. News some time ago when you were 
asked a question, "Which crime families are involved in Indian 
gaming?” Do you remember your answer to that question? 

Mr. Moody. No, sir, I don’t. 

Mr. Calvert. According to U.S. Business News Report, “I don’t 
know of any that aren’t.” 

Mr. Moody. No. that is not quite a quote. The question was, 
"Which crime families would be interested in Indian gaming? “ And 
I believe that I responded that I don’t believe I would know that 
any wouldn’t be. 

If you go back to my original definition, organized crime address- 
es — they aie after money, and any time they can penetrate a gam- 
bling operation that generates large amounts of money, they will, 
but, as Mr. Urgenson said, we do not see a concerted effort by orga- 
nized crime to infiltrate Indian gaming. We have had a couple of 
instances that we have investigated; we have had one that we have 
prosecuted. 

Mr. Calvert. Thank you, Mr. Chairman. 

Mr. Richardson. I recognize the gentleman from Hawaii. 

Mr. Abercrombie. Thank you, Mr. Chairman. 

Mr. Urgenson, on page 4 of your testimony, you say, “Similarly, 
there has been little evidence of illegal activity committed by crimi- 
nal elements not associated with mqjor organized crime families.” 
And then in reference to — keeping that in mind, if you would — Mr. 
Palmer’s testimony, which, parenthetically, Mr. Palmer, I want to 
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say is exceptionally well stated. It has taken a relatively com- 
plicated issue that some of us may not be familiar with and stated 
it in such a way as it makes it crystal clear as to what we are deal- 
ing with. 

Mr. Palmer’s testimony — I don’t know if you have had a chance 
to go over it in detail, Mr. Urgenson 

Mr. Urgenson. No, but I have listened to it. 

Mr. Abercrombie. Okay — indicates that a lot of the difficulties 
with respect to casinos are outside forces or elements, like lawyers 
trying to launder drug money, for example, trying to utilize a ca- 
sino. Am I correct that this could be done by any person intent 
upon that kind of activity in any casino, whether it was Indian 
gaming or anybody else legitimately pursuing gambling? 

Mr. Urgenson. I think that is a fair statement. 

Mr. Abercrombie. Is that your contention also, Mr. Palmer? 

Mr. Palmer. Yes. 

Mr. Abercrombie. That it wouldn’t necessarily be zeroing in on 
Indian gambling? 

Mr. Palmer. No, of course not. 

Mr. Abercrombie. Then, Mr. Palmer, if I could go to you, the lat- 
ter part of your testimony on page 15 and 16— would it be correct 
to summarize that testimony a3 indicating that you have a good 
working relationship with various tribal groupings and gambling — 
gaming interests among tribes with respect to what their obliga- 
tions are and what they can do to improve their capacity to resist 
this kind of infiltration, criminal infiltration? 

Mr. Palmer. Congressman, I would answer that, we are still in 
the infancy, but our experience, you know, during this infancy, is, 
I would say yes, we have had a very good reception from, I think, 
most, if not all, the tribal leaders, trying to educate them in our 
outreach process, and, as I said, educate them as to what their re- 
quirements are so that they can be in compliance with 60501, or, 
if this changed, to the Dank Secrecy Act, to ensure the proper safe- 
guards and checks and balances will be there. 

Mr. Abercrombie. Then finally, are the recommendations that 
you are making in your testimony — and I want to indicate, I have 
only gone over your testimony this morning, so I may have missed 
a sentence or two that more specifically addresses my questions. 
But are the recommendations that you are making with respect to 
the Bank Secrecy Act and the 60501 regulations — are you making 
these recommendations with respect to all reporting with respect to 
gambling transactions, gaming transactions, or more specifically to- 
wards gaming and tribal activity? 

Mr. Palmer. I will let Mr. Diinis 

Mr. Djinis. Maybe if I can clarify — I hope I understand the ques- 
tion correctly — I think the recommendation essentially is that the 
Treasury Department be authorized to place and to issue regula- 
tions that would place Indian casinos under the Bank Secrecy Act, 
under the same types of requirements that are subject now. 

That is not to say that every form of Indian gaming, whether it 
is a slot machine or other kinds of gaming, would be subject to the 
Bank Secrecy Act but, rather, the same kinds of standards that are 
employed now for nontribal gaming. 
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Right now, the Treasury Department has regulations which es- 
sentially kick in at a $1 million gross earnings level per year, and 
presumptively the same standards would apply for tribal gaming. 

Mr. Abercrombie. So you see the principal danger here over and 
above the questions of whether it is a good idea to have gaming or 
not or whether there is an adequate compact negotiated, and I am 
taking into consideration Mr. Urgenson’s multiple examples of the 
difficulties of trying to decide whether to prosecute something or 
whether to move forward on any legal basis, civil or otherwise, 
keeping that in mind. Your intentions here are to deal principally 
with laundering activities and other activities that would be crimi- 
nal in nature over an above the question of the operation of the ca- 
sinos themselves, right — the gaming operations themselves? 

Mr. Palmer. Yes, that is correct, Congressman. 

Mr. Abercrombie. Now, are there any exemptions presently ex- 
isting to the kind of reporting processes that you are recommend- 
ing here? 

Mr. Palmer. No, other than the fact right now the Indian casinos 
are under 60501 versus the BSA, the Bank Secrecy Act, and an ex- 
ample I gave, right now under 60501, the filing of the Form 8300 
really only gives us the first half or the first third of the trans- 
action — that is, the money the player brings into the casino— 
whereas the amendment into the Bank Secrecy Act will show all 
the exchanges of money which happen, not only the money that is 
brought into the casino, the exchange for chips, the winnings, 
winnings from the slots, it gives the whole financial picture so 
there is an adequate audit trail then for financial or law enforce- 


ment purposes. 

Mr. Abercrombie. Would it be fair to say that if your rec- 
ommendations were incorporated into the existing law and/or regu- 
lations that come from the existing law, that this would go a long 
way toward ensuring both the tribes and the general public that 
the operations were being conducted on a basis that were as devoid 
as possible of infiltration of criminal activity? 

Mr. Palmer. I believe it would be a mayor step in the right direc- 
tion, yes. 

Mr. Abercrombie. Thank you very much. 

Mr. Richardson. The chair recognizes the chairman of the com- 
mittee. 


Mr. Miller. Thank you. 

Following up on Mr. Abercrombie's point, is there anything in 
the law that would prohibit the Secretary to extend these provi- 
sions of the Bank Secrecy Act to the Indian gaming? 

Mr. Djinis. Well, generally the way that the currency reporting 
statutes — the Federal currency reporting statutes — work is that ei- 
ther you are a financial institution, which is defined under our reg- 
ulations, or you are a trade or business. 

Right now, our regulations do not define tribal casinos as a ca- 
sino. Therefore, it is not a financial institution and not subject to 
the Bank Secrecy Act. Therefore, it is a trade or business, and that 
is consistent with the Indian Gaming Regulatory Act and to the ad- 
monition that 60601 reporting should occur. 
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So it is our view that unless the statute is changed, tribal casinos 
are not subject to the Bank Secrecy Act and we cannot issue a reg- 
ulation to that effect. 

Mr. Miller. What is the arrangement with the State of Nevada 
in the Bank Secrecy Act? 

Mr. Djinis. The State of Nevada, pursuant to regulations in the 
Bank Secrecy Act and pursuant to a memorandum of understand- 
ing between Treasury and the State executed in 1985, has adopted 
its own parallel system of reporting, if you will, where it is sub- 
stantially similar to the Bank Secrecy Act. 

Those reports are submitted to the Nevada regulators, which in 
turn are submitted to the Internal Revenue Service, but the report- 
ing itself goes from the casino to the regulator and then ultimately 
to the Internal Revenue Service. 

Mr. Miller. Does the IRS reserve to itself the right to audit 
that? Has the IRS authority under law to audit those reports? 

Mr. Djinis. Well, it is interesting you should ask that question. 
Traditionally, the examination component has been conducted by 
the State, nut the State — we had meetings with the State just 
three weeks ago, I believe, and we are going to be doing a joint 
compliance examination. 

So there is nothing that prohibits compliance examinations being 
conducted by the Internal Revenue Service, and we will see how 
this one works out. 

Mr. Miller. So what is the current arrangement prior to this 
new process? They do this auditing themselves, and they turn that 
in to the IRS. For what use by the IRS? 

Mr. Djinis. Let me just see if I can clarify. 

Mr. Miller. Thank you. 

Mr. Djinis. The auditing that I am referring to— and I hope it 
is the same question that you are referring to— is the auditing or 
the examination by the Nevada regulators, by the Nevada Gaming 
Control Board, over the casino’s compliance with Nevada’s report- 
ing system and other provisions. 

Mr. Miller. The purpose of which is the same as, in theory, the 
same as 

Mr. Djinis. The purpose is identical in theory to the examination 
component that the Internal Revenue Service performs when exam- 
ining casinos’ compliance in Atlantic City, for example, with the 
Bank Secrecy Act. 

Mr. Miller. But when you went through your examples of Ca- 
sino. A and Casino B, the purpose of the Bank Secrecy Act in the 
Nevada regulatory scheme is for the purposes of watching the flow 
of the money, for the purpose of laundering. Is that correct? 

Mr. Djinis. Well, I think it is a broader purpose. Number one, 
the purpose — there are three recognized components of the Bank 
Secrecy Act: Its use in criminal investigations and proceedings, in- 
cluding investigations concerning financial crime; its use in identi- 
fying tcuc enforcement essentially, to be utilized for tax enforcement 
purposes; and the third, as you have mentioned, consistent with 
the Bank Secrecy Act, is for determining regulatory compliance. 

So clearly, money laundering is a very important component, but 
there are three vital interests that are in effect in the Bank Se- 
crecy Act. 
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Mr. Miller. But those records are — basically, Nevada has set up 
its own svstem of compliance and then has its own system of audit- 
ing whether or not compliance is taking place, and that is the end 
of the process. They turn the data over to the IRS, but the IRS, 
under the current system today, has no ability or does not go in 
and audit whether or not the compliance is achieving the goals for 
the purpose for which it was set up an/or whether it is accurately 
done. That is not done today? 

Mr. Djinis. Well, I cannot — obviously, I am not with the Nevada 
Gaming Control Board, so I can’t speak to the efficacy of their ex- 
amination process. 

Mr. Miller. I understand that. 

Mr. Djinis. What I can say is that there is a process in the State, 
and we will find out there through this joint examination. At least 
there will be an inquiry into the utility of the program there. 

The Gaming Control Board in the Nevada has not sat idly by; 
they have enforced violations of their own compliance program over 
the years. 

Mr. Miller. But in terms of the injection of what is this new ar- 
rangement that you are laying out, you are now injecting essen- 
tially Federal oversight, because you will go through a joint audit- 
ing process to determine whether or not tne purposes of the Bank 
Secrecy Act are in fact being complied with by tms system of State 
regulation that is put in, in lieu of the Bank Secrecy Act. 

Mr. Djinis. I think that is correct. 

Mr. Miller. To date, we don’t know that, as a matter of ongoing 
oversight. We may know it in a specific case where one system 
broke down or you didn’t catch one transaction and somebody 
might have caught it under a different system, but that is not a 
matter of ongoing oversight. 

Mr. Djinis. That is correct. 

Mr. Miller. Why are you going to this new regime? 

Mr. Djinis. There are a number of different reasons, and I think 
the best way to describe it is that the thinking has evolved, the 
thinking in terms of anti-money-laundering compliance, the think- 
ing in terms of our experience with examining casinos and the In- 
ternal Revenue Service’s experience with examining casinos in 
other properties such as New Jersey and in Puerto Rico. 

We nave a certain degree of expertise to offer, and I think it is 
also true that Nevada, which has been dealing with these subjects, 
has their own degree of expertise to offer. We see gaming extending 
to numerous other States, and it is time for us now to start work- 
ing together. 

Although there is a parallel system in place in Nevada, that is 
not to suggest that either we can’t learn from the systems that 
have been employed in Nevada or that I believe the Nevada Gam- 
ing Control Board can learn from some of the techniques, the au- 
diting programs, the computer software that we have developed to 
ensure compliance with the BSA as well. It is time for us to start 
working together. 

Mr. Miller. What is the rate of violation today within the casino 
industry in the Bank Secrecy Act? 

Mr. Djinis. The rate of violation? 
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Mr. Miller. Do you get five a year? Ten a year? How many 
transactions? Is this a lot of transactions that are monitored? There 
are obviously a lot of transactions, I assume, that are monitored. 

Mr. Djinis. All of the currency reports are fed into a database, 
a Treasury database, and I don T t have the exact figures with me 
right now, but I believe we are looking at something in the nature 
of approximately 60,000 such transactions, all in excess of $10,000 
in currency that are filed annually. 

Mr. Miller. And the Justice Department — the compliance, 
where are you on that? Is this all done in compliance, or are there 
people out of compliance? Do you have prosecutions open? 

Mr. Urgenson. I am not aware of specific instances, or statistics, 
I should say, with respect to casino-based prosecutions. I know that 
evidence or money laundering in casinos frequently comes up in 
connection with white-collar and other kinds of prosecutions. So it 
is a very useful database to have, and there is a lot of money 
laundered through casinos. But I couldn’t give you a specific statis- 
tic as I am sitting here. 

Mr. Miller. I guess what I am trying to determine is, given the 
Bank Secrecy Act and the regulatory schemes that we have set up, 
this apparently — what you are saying is that it is apparently a sort 
of typical endeavor to try and launder money. Whether or not you 
are successful or not is different, but this is looked upon as an in- 
dustry in which you can certainly — it is worth making the attempt, 
or do people attempt it on a regular basis? 

Mr. Urgenson. I think that is a fair statement, yes. 

Mr. Miller. It is a method. 

Mr. Moody. By an individual generally. If you have an organized 
crime group take over the casino, they are going to launder it any- 
way and not comply with that in the first place. But then the law 
itself enables us to later on reconstruct what happened. The major- 
ity of money laundering in casinos is a method by an individual to 
try to launder money through the casino. 

Mr. Miller. And that is picked up how? 

Mr. Moody. Various ways: Through the computer database 
maintained by Treasury, and/or later on we may come up with in- 
formation of a certain individual being involved in drug trafficking 
or some other activity, where we go back and trace his activities. 

Mr. Miller. So it is not an uncommon attempt. 

Mr. Moody. No, it is not uncommon. 

Mr. Miller. How common are the prosecutions for it? 

Mr. Moody. It is getting so in almost all prosecutions the FBI 
has on organized crime and white collar crime that money launder- 
ing is involved in it. So money laundering of some sort is very ac- 
tive, because people are always trying to generate the illegal mon- 
ies into legal monies. Now how much is coming out of the casinos 
I don’t know, sir. 

Mr. Miller. How common are prosecutions against casinos? 

Mr. Moody. Not very common at all, sir. It has been a number 
of years since we have had any against a casino. The casinos them- 
selves don’t want the money laundering because they are worried 
about the taint that would go along with it. 

Mr. Miller. It affects their license obviously, I assume. 

Mr. Moody. Yes, sir. 
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Mr. Djinis. Mr. Chairman, if I could clarify again, I think there 
was testimony that was alluded to earlier about what the Bank Se- 
crecy Act involves, and frankly, although the true enforcement of 
the Bank Secrecy Act is going to be by compliance by casinos, that 
is not to suggest that the currency reports that are required are 
there to somehow implicate a casino. 

In fact, the majority of our interest is on the patrons’ activity, not 
on the activity of a particular financial institution, and a lot of the 
research, the proactive targeting, or whatever, that is done is fo- 
cused upon individuals or people who are identified with organiza- 
tions who happen to be conducting transactions through a casino. 

The second thing I would like to clarify is that it is not so much 
that casinos represent the most prevalent form of money launder- 
ing or tax evasion or whatever. Casinos, like other kinds of bank 
and nonbank financial institutions under the Bank Secrecy Act, are 
subject to currency reporting and other kinds of record-keeping re- 
quirements in order to, if nothing else, have a chilling effect to 
properly identify individuals engaged in those transactions and to 
make sure that there is an audit trail of those transactions when 
they involve currency. 

Mr. Miller. That is not to suggest that there hasn’t been institu- 
tional involvement in intentional attempts to go around the Bank 
Secrecy Act. 

Mr. Djinis. I am not suggesting that at all. What I am suggest- 
ing is that there is more than a focus against the financial institu- 
tion, whether it is a casino or a money transmitter or a savings and 
loan. It is also on the transactions. 

Mr. Miller. I understand, but the Act is set up recognizing that 
there are two parties to the transaction, right? 

Mr. Djinis. That is correct. 

Mr. Miller. Okay. Thank you. 

Mr. Richardson. Does the gentleman from New Jersey wish to 
be recognized for questions? 

Mr. Torricelli. If I could, Mr. Chairman, for a few moments. 

Mr. Moody, your title is that you are with the organized crime 
and drug operations of the FBI? 

Mr. Moody. Yes, sir. 

Mr. Torricelli. And who is it that heads your task force on in- 
vestigating Indian gaming? 

Mr. Moody. If it has anything to do with organized crime, I am 
responsible. 

Mr. Torricelli. No. I mean your dedicated task force to Indian 
gaming. Who runs that operation on a day-to-day basis? 

Mr. Moody. We don’t have a dedicated 

Mr. Torricelli. You don’t have a task force? 

Mr. Moody. No, sir. 

Mr. Torricelli. We have in New Jersey 985 people who monitor 
18 casinos, virtually an inspector per table. How many agents do 
you have dedicated to dealing with the problems of corruption on 
Indian reservations on a full-time basis, as we do— the number of 
people who are dedicated to this purpose? 

Mr. Moody. Concerning Indian reservations themselves, we have 
other responsibilities on the Indian reservations. 
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Mr. Torricelli. I understand that But dealing with the prob- 
lems of earning we are focused on. 

Mr. Moody. Okay. Let me take a step back. Concerning the In- 
dian reservations, we have about 44 agents assigned to the Indian 
reservations to conduct all sorts of investigations. 

Mr. Torricelli. On all purposes, you have 44. 

Mr. Moody. Yes, sir, organized crime investigators. 

Mr. Torricelli. How many Indian gaming establishments are 
there in the country? 

Mr. MOODY. They are growing rapidly every day. 

Mr. Torricelli. Well, isn’t it fair to say there are 124? 

Mr. Moody. Right. 

Mr. Torricelli. Now I am told that while we in New Jersey 
have an inspector on each table each day in every casino, you do 
not have enough agents, in fact, involved in dealing with corruption 
on Indian reservations that they could be visited on an annual 
basis. Would that be a fair statement? 

Mr. Moody. We are not visiting casinos for regulatory functions 
on the Indian reservations. 

Mr. Torricelli. I see. So during the course of a year, a year 
could pass and, in fact, these casinos could never be visited by a 
Federal official under your jurisdiction. That would be a fair com- 
mentary? 

Mr. Moody. That is very possible. 

Mr. Miller. Would the gentleman yield? 

Mr. Torricelli. I would be happy to yield to the chairman. 

Could I go through a few questions and then 

Mr. Miller. Just on that point, your jurisdiction is organized 
crime, not casinos? 

Mr. Moody. That is correct. My jurisdiction is organized crime. 
Now in organized crime I have 903 agents. 

Mr. Miller. They work on the organized crime end of the spec- 
trum. 

Mr. Moody. That is correct. 

Mr. Torricelli. Well, let’s take them that way. How many of 
those organized crime people are dedicated to dealing with orga- 
nized crime involvement in Indian gaming? I will take the chair- 
man’s distinction; it is a fair point. How many of those are dedi- 
cated to dealing with organized crime in Indian gaming? 

Mr. Moody. 1 do not dedicate any of them to organized crime in 
casinos, but I do dedicate them 

Mr. Torricelli. So the answer is essentially the same, none. 

Mr. Moody. But I do dedicate them to organized criminal groups. 

Mr. Miller. Let the gentleman finish. 

Mr. Torricelli. Yes, I would be glad to have him finish. I would 
like, though, for this period of time, to go through this relatively 
quickly, if I could, Mr. Chairman, because I have a lot of questions. 

Mr. Moody. I dedicate the agents to organized criminal groups 
involved in the totality of their violations or their activities. That 
is what I am interested in. 

Mr. Torricelli. Well, let’s then, to sum up then, before I move 
on — the number who are dedicated to organized crime in Indian 
gaming is essentially none, and you were not contradicting my 
point that during the course of the year, even those who deal tan- 
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gentially with the issue may not visit Indian gaming at all while, 
in fact, those other casinos established under laws in New Jersey 
and Nevada have hundreds of agents. 

If you would like to quarrel with that, I would be glad to have 
you do so. 

Mr. Moody. No, sir, that is not quite accurate. I don’t necessarily 
visit any Nevada or New Jersey gaming casino unless I am looking 
at organized crime involvement. 

Mr. Torricelli. No, of course, but we have taken care of that 
problem by having 985 people who do. 

Mr. Moody. Those are State regulators, yes, sir. 

Mr. Torricelli. Let me move on, if I could. 

Mr. Miller. Would the gentleman yield? 

Mr. Torricelli. Yes. 

Mr. Miller. Then you have to compare that to, in many reserva- 
tions and the States all have their people who visit the reserva- 
tions and ongoing surveillance from local law enforcement, from 
tribal law enforcement — okay, so there is an overlay. 

Mr. Torricelli. Yes, that is a fair point. 

How many of the Indian gaming authorities of the Federal Gov- 
ernment — how many inspectors do they have? 

Mr. Moody. I don’t know, sir. 

Mr. Torricelli. Twenty seven. So the combined resources of the 
FBI and the Indian gaming authorities are 27. 

Let me move on, if I could. 

The inspector general’s report concluded, on page 2, “Indian 
tribes may be losing significant income because of fraud or abuse 
in an industry that is generating revenues of $2 billion a year on 
Indian lands/ Indeed, tne report concludes that generally the fraud 
could be in the millions of dollars. 

Since this report was issued, has there been a new dedication of 
resources or an investigation to find the veracity of the inspector 
general’s report? 

Mr. Moody. Not in organized crime because I don’t believe that 
it states anything in there about organized crime involvement in 
that. 

Mr. Torricelli. No, but I am dealing generally with the ques- 
tion of fraud or abuse. This report obviously raises some serious 
questions. I am concerned about the FBI’s reaction to it and in see- 
ing whether or not there is veracity in these claims. 

Mr. Moody. I don’t know, sir, and it depends also on the individ- 
ual reservation whether we are even investigating there. 

Mr. Torricelli. Mr. Chairman, I will be very brief, but, Mr. 
Urgenson, tell me, of the 124 Indian casinos operating, how many 
of them have arrangements with the IRS similar to New Jersey or 
Nevada, or indeed the Indian casino in Connecticut, with regular 
operations to protect against laundering? 

Mr. Urgenson. I don’t know the answer to that question, Con- 
gressman, as to whether any of them have. 

Mr. Torricelli. You are not aware that any of them have simi- 
lar arrangements? 

Mr. Urgenson. One way or the other, I am just not aware of it. 

Mr. Torricelli. I see. 
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What is important to me is that your testimony here, particularly 
you, Mr. Moody, has enormous credibility with this committee and 
with this Congress and in many ways will influence the judgment 
of individual Members whether to proceed, and while I think we 
should all be appreciative of your presence today and the expertise 
that you add, that level of expertise is extremely important for us 
to make judgments. 

It is obviously my own conclusion that we can neither affirma- 
tively discount or account for the level of organized crime involve- 
ment, because I don't believe indeed anybody actually knows. 

For example, in the Seminole case in Florida, the Department of 
the Interior concluded that it could not proceed with an investiga- 
tion for lack of resources. Was that indeed followed by an FBI in- 
vestigation in the case of the Seminoles? 

Mr. Moody. It is my understanding that allegations concerning 
the Seminole case in Florida involved an individual by the name 
of Anthony Accetturo which, for your information, he was just con- 
victed of racketeering charges in New Jersey, not necessarily hav- 
ing to do with the Indian casino in Florida. 

Mr. Torricelli. Yes. 

Mr. Moody. So we try to take these individuals out when we 

Mr. Torricelli. Mr. Moody, lest you think that somehow you 
have raised a point here that would deflect my interest, it is your 
point that is exactly my interest. 

I know where these people are coming from, because I live with 
them every day in my State. I know who they are, and I know 
what is taking place here. That is why I am asking the question. 

Now, before I conclude, I simply want for the purpose of the 
members of the committee to understand the level of FBI involve- 
ment in this investigation to date. Could you therefore tell me, as 
a witness coming before this committee, what you know about the 
sourcing of buying slot machines with the Mohawk Tribe in New 
York? 

Mr. Moody. I don’t know anything about the sourcing of slot ma- 
chines for the Mohawk. 

Mr. Torricelli. I see. They were purchased by associates of 
John Gotti. 

Could you tell me anything about Robert Sabes? 

Mr. Moody. No, sir, I don’t know anything 

Mr. Torricelli. Mr. Sabes is involved with the Lucchese crime 
family by a contractual basis in that he rents real estate to them 
and is involved with Indian tribes in Minnesota. 

Finally, could you tell me about the FBI investigation concerning 
Mr. Alvarez? 

Mr. Moody. I can’t tell you about any investigation. 

Mr. Torricelli. Well, Mr. Moody, I could. Mr. Alvarez was mur- 
dered after he refused to engage in discussions on Indian gaming 
contracts. He and two associates were found dead, according to a 
report of the attorney general’s office of the State of California. 

Mr. Moody, with all due respect, I appreciate the fact that you 
are here to help with this questioning, but indeed isn’t it fair that 
if this were a court of law and you were to have to be sworn in 
as an expert witness on Indian gaming and the problems of corrup- 
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tion, it is doubtful that in fact you could be an expert witness on 
that issue? 

Mr. Moody. On Indian gaming, that may be true, but on orga- 
nized crime I have been qualified in several courts as being an ex- 
pert witness. 

Mr. Torricelli. Of course, but we are not talking about the New 
York waterfront, we are talking about Indian gaming. 

I have no further questions, Mr. Chairman. Thank you for the 
time. 

Mr. Richardson. I have to ask Mr. Moody just one question, be- 
cause this has been, as the gentleman said, a very important panel. 

You mentioned that the FBI has fewer than five open investiga- 
tions of organized crime in Indian gaming. 

Mr. Moody. Yes, sir, I have in the past. 

Mr. Richardson. Now how does that compare with any inves- 
tigations you are undertaking in New Jersey or Nevada? 

Mr. MOODY. We have more investigations in New Jersey and Ne- 
vada, but as far as the casinos go, we have less than five investiga- 
tions in New Jersey or Nevada involving the casinos. 

Mr. Richardson. Now, the Rincon reservation case 

Mr. Moody. Yes, sir. 

Mr. Richardson. Who tipped you off on that? 

Mr. Moody. Our intelligence base, sir. 

Mr. Richardson. Well, I am on the Intelligence Committee; you 
can tell me. 

[Laughter.] 

Mr. Richardson. All right. Let me thank 

Mr. Miller. Mr. Chairman, if I might have a round of questions. 
Mr. Richardson. Yes. 

Mr. Miller. Mr. Moody, I don’t quite get what Mr. Torricelli’s 

? oint was, but let me go back and reconstruct what took place here. 

our testimony is — and correct me if I am wrong — is essentially 
that your unit has not found any significant problem with respect 
to organized crime within Indian gaming. Is that correct? 

Mr. Moody. That is correct. 

Mr. Miller. Your testimony is not that there have not been inci- 
dents where organized crime has tried to take advantage one way 
or another within the Indian gaming industry, that there are epi- 
sodes, the Rincon Tribe, others where that has happened. In one 
case, that has been a successful prosecution. 

Mr. Moody. That is correct. 

Mr. Miller. Your expertise here is as to the activities of orga- 
nized crime, correct? 

Mr. Moody. That is correct. 

Mr. Miller. And looking at it from the question of whether or 
not — what is the extent of the involvement of organized crime, 
again, it is that there is no significant activity here to date that 
you can document. 

Mr. Moody. That is correct. 

Mr. Miller. By the same token, the issue of whether or not you 
dedicate people to New Jersey casinos or Nevada casinos or Inaian 
casinos has no bearing on that issue either, does it? 

Mr. Moody. No, sir. I dedicate my manpower to the La Cosa 
Nostra family. 
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Mr. Miller. I would think that in America when most people 
think about organized crimes and the problems that confront them 
as taxpayers, Indian casinos would be fairly far down on the list 
when they consider all of the problems that we have with illicit 
drug involvement, with what happened in some of our banks, with 
what happens with illicit gun trafficking. I would assume you are 
being prudent when you are not dedicating people to hang out in 
Indian casinos to see if they can spot organized crime. 

Mr. Moody. I hope I am being prudent. Our target is the La 
Cosa Nostra family. We are trying to destroy them, and that is 
what we are emphasizing, and we will destroy them on any identi- 
fied illegal activity that we can come up with. 

Mr. Miller. So if your involvement in this comes through the or- 
ganized crime networks, you follow those leads wherever thev take 
you. They could take you to the race tracks, to a savings and loan, 
to a bank, to a politician’s office; they could take you anywhere, 
right? 

Mr. Moody. That is correct, sir. 

Mr. Miller. You don’t try to come around and anticipate where 
they might show up on any given evening. 

Mr. Moody. No, sir. 

Mr. Miller. I think it is very important, Mr. Chairman, that we 
delineate that issue. 

Now with regard to the second issue, whether or not there has 
been illegal activity within the Indian gaming industry, whether 
employees have taken money out the back door, whether dealers 
have skimmed, all of the things that we know go on in this indus- 
try across the board, people are dismissed on a regular basis within 
this industry for some impropriety with respect to the security of 
the cash flow. That does not trigger on any level FBI involvement, 
does it? 

Mr. Moody. It can possibly trigger our involvement if we have 
responsibility for the Indian reservation, and it may be referred to 

U8. 

Mr. Miller. But in the general gaming industry that is not the 
case. It may trigger the Nevada Gaming Commission, the Indian 
Gaming Commission, it may trigger the IRS if this person shows 
up that he is signing for all these $10,000 transactions; it may trig- 
ger a lot of things; but that doesn’t necessarily rise to the occur- 
rence of an — I think it is very important here that we understand 
that, that we not tiy to give the illusion that something exists here 
that factually does not exist to date as we know it, given the sur- 
veillance and the involvement of these agencies that are respon- 
sible for it. That does not give Indian gaming or non-Indian gaming 
a clean slate with the involvement of their— with State regulatory 
agencies, with Federal agencies, with their employees, their man- 
agement, and o there who are involved in this process. But that is 
true of the hardware industry too, and, I suspect, the grocery store 
industry, that people are running away with other people’s monies 
all the time, and we ought to just keep that in perspective, Mr. 
Chairman. 

1 was very concerned that the suggestion was, somehow, because 
an FBI agent wasn’t on the spot, tnat that suggested either lack 
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of enforcement or the misapplication of Federal manpowers and re- 
sources. Thank you. 

Mr. Torricelli. Mr. Chairman, would you yield for a moment? 

Mr. Miller. Sure. 

Mr. Torricelli. Perhaps we can conclude this round, having dis- 
agreed on the past, we could agree on the future. 

You were auoted in the Boston Globe last week as saying, Mr. 
Moody — and I quote — “I don’t believe that organized crime is iust 
sitting back ana saying, “Why would we want to get involved in 
that?’ I say they are going to be looking at every one of them and 
trying to identify certain areas to get into.” 

Therefore, Mr. Moody, you and I may dispute what has happened 
to date, but indeed if you will affirm that that is your quote, I take 
it we can agree that in the future organized crime is going to be 
looking at Indian gaming as it is now constituted, it is something 
on which we need to be vigilant and to address changes in the law, 
if indeed that is possible. Would that be a fair conclusion for this 
round of testimony? 

Mr. Moody. I don’t know about that quote; I never saw it. But 
this is my opinion of organized crime, sir 

Mr. Torricelli. Mr. Moody 

Mr. Moody. If you will give me one second 

Mr. Torricelli. My concern would be, this is about the third 
time we have raised a newspaper quote with you here today. I live 
in politics, so I understand what it is like to be misquoted, but you 
have a unique propensity. Did you not make this quote in the Bos- 
ton Globe last week? 

Mr. Moody. I don’t even recall talking to the Boston Globe, sir; 
I really don’t. 

Here’s the way I look at organized crime. It is made up of a lot 
of individual criminal entrepreneurs, and any time you nave any 
industry or any way that can generate money, especially one witn 
a lot of cash, you are always going to have certain individuals in- 
volved in that, that want to try to penetrate that activity. 

So if you have any type of gaming operation, there is always the 
potential that you will nave somebody in organized crime trying to 
penetrate that, and that is why my recommendation here is that 
strong regulatory agencies be set up to prevent that. 

Mr. Torricelli. Very pood, Mr. Moody. Whether or not you af- 
firm the quote, you certainly affirm the thought, and for that I am 
appreciative. Thank you. 

Mr. Richardson. I want to thank this panel. You have been very 
patient, and you have provided a very interesting component for 
this hearing. 

We now would move on to our third panel: Our colleague from 
New Jersey, the Honorable Robert Torricelli, U.S. Representative, 
New Jersey Ninth District, and Mr. Donald Trump, chairman and 
president, Trump Organization, from New York City. 

I want to welcome our witnesses and would ask them to step for- 
ward to the panel, and I would defer to our colleague from New 
Jersey to introduce his colleague or to provide us with the first 
rouna of testimony. Again, we have a very key issue here in this 
committee, and we heard Senator Inouye talk about an October 19 
decision on what the other body is doing. 
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I want to thank our colleague from New Jersey, and I would ask 
him to please proceed. 

STATEMENT OF HON. ROBERT G. TORRICELLI, A REPRESENT- 
ATIVE IN CONGRESS FROM THE STATE OF NEW JERSEY 

Mr. Torricelli. Thank you, Mr. Chairman, very much, and 
thank you for this opportunity. 

I am before you today to share both my thoughts with you on the 
question of Indian gaming, an industry important to my State, the 
ramifications of its problems, I think affecting all of us, and out of 
concern that you would not recognize your next witness, I wanted 
to introduce him to you this morning. 

Mr. Chairman, for almost a century my State and many areas 
of this country have been plagued with the scourge of organized 
crime. It has been a parasite on businesses that have legitimately 
attempted to operate in my State and, indeed, been an embarrass- 
ment to many parts of our community. 

After extraordinary efforts by the Federal Government and sig- 
nificant changes in tne law in recent years, by any accounts, we are 
close to breaking the back of organized crime. But an extraordinary 
irony is arising. Just as we find family after family that are being 
broken, it is my own judgment that a drowning Mafia is being 
tossed a lifeline for its own survival. Unregulated casino gaming 
without provisions for the protection of the transfer of cash, with- 
out provisions to do background checks or investigations, has 
opened an enormous door for the survival of organized crime as we 
know it. 

Indeed, a multi-billion-dollar operation is already operating in 
this country. Without question, some of the 175 operations in 26 
States are already compromised. It can be no surprise that 22 seri- 
ous allegations have already been made concerning some of these 
operations. 

Mr. Chairman, I think just for a moment it bears citing what 
some of these allegations are. I will not attempt to name most of 
them, but I will mention only a few. 

The State of California, Barona Rancheria, Stewart Siegel admit- 
ted to being a front for organized crime. He had for a while headed 
the tribe’s management firm. 

Cabazon Indian Tribe in California. After tribal Vice President 
Fred Alvarez began complaining of money skimming, he mysteri- 
ously was found dead witn two friends. 

The Rincon Indian Reservation in San Diego County, Sam 
“Wings” Carlisi and eight other organized crime figures were in- 
dicted in a 15-count indictment comprised of felony charges. 

Jackson Rancheria: Anthony “Turnac” Accetturo managed a bingo 
hall in 1985. He recently was convicted as being head of the 
Lucchese organized crime family. 

The State of Minnesota, the White Earth Tribe, Angelo Medure, 
an alleged associate of the Pittsburgh organized crime figure, Car- 
men Ricci, an alleged associate of New Jersey’s Scarfo, who indeed 
had attempted to penetrate New Jersey casino gaming in previous 
years, has raised an investigation by law enforcement personnel. 
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In the State of New York, as I cited earlier, in the Mohawk 
Tribe, an associate of John Gotti was arrested for shipping slot ma- 
chines to the reservations. 

And in my own State of New Jersey, the Ramapough Indians em- 
ployed one Robert Frank as a consultant. He was later convicted, 
along with Mr. Accetturo, of racketeering and extortion, of being 
the head of New Jersey’s Lucchese crime family. 

Not anecdotes, Mr. Chairman, 22 States, 22 instances, where the 
threat of organized crime is not a theory, it is not somebody’s con- 
spiracy, it is a reality of everyday life, and the question is, what 
is this committee and what is Congress going to do to deal with the 
problem? 

Forty-nine governors and, indeed, the President of the United 
States have all cited the current state of affairs cannot be allowed 
to continue. This committee heard previously from Senator Inouye 
claiming that negotiations with tne governors would solve this 
problem, but indeed a letter from the Governors Association that 
Senator Inouve has received claims that those negotiations are not 
adequate ana they are not coming to a resolution and that indeed 
this Congress must act. 

Mr. Chairman, I know the good intentions of this Congress and 
of this committee in trying to open opportunity for Indian Ameri- 
cans. I do not come before you claiming that there are not problems 
with Indian Americans. They are profound, and they are an embar- 
rassment to each and every American. We have violated our word, 
we have not respected the most basic human rights of our Native 
Americans. 

But this is no answer. We are doing no favor to Indian American 
culture by destroying it by opening up Indian gaming as a pro- 
tected industry for them. We are destroying their culture, we are 
destroying their traditional leadership, by inviting corruption in an 
industry without oversight, without basic controls for money laun- 
dering. 

Finally, Mr. Chairman, I make no apologies for the fact that, 
aside from this being a concern for a variety of reasons with orga- 
nized crime, with a concern for the destruction of Indian culture, 
it is also an enormous concern for my State of New Jersey. 

Six percent of the revenues of my State come from legitimate ca- 
sino gaming. If indeed Americans, every American, comes to believe 
that casino gaming in this country is compromised, that it is not 
legitimate, that they cannot be treated fairly at their tables, then 
indeed not only will Indian gaming suffer but Las Vegas and Atlan- 
tic City, where we have made real and substantial efforts to ensure 
the integrity of the industry, will also be compromised, and we will 
lose the revenue, and so will the senior citizens, and the institu- 
tions that are established for the disadvantaged that profit from 
those taxes also suffer. 

Mr. Chairman, I would at this point like to yield and introduce 
Mr. Donald Trump. The Trump Organization is by far the largest 
investor in Atlantic City. It has invested not simply millions but in- 
deed in excess of a billion dollars in the operations of legitimate ca- 
sino gaming in Atlantic City. 

This much I can say about Mr. Trump will distinguish him from 
what you have heard today about Indian gaming. The State of New 
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Jersey knows Mr. Trump. He chose to do business in Atlantic City. 
So we know who invests in his companies. We know who he buys 
his supplies from. We know who works for him. We know wno 
walks in his casinos with cash, where it came from, and where it 
went. We know a lot about Mr. Trump, and we know a lot about 
everybody who attempted to come to Atlantic City. 

From established organizations like the Hilton organization 
through many lesser applicants, we rejected people because they 
didn’t meet our standards, and today we s^ena not simply millions 
but many millions of dollars not simply with a few inspectors but 
hundreds of inspectors, to make sure that the same people who I 
cited as being involved in organized crime in Indian casinos 
throughout this country will not be in the State of New Jersey. We 
chased them out, we kept them out, they are out, and because they 
are out of the State of New Jersey, they are seeking to take advan- 
tage of Native Americans who want opportunity but who will be 
victimized if we fail to protect them. 

I do not want to see discrimination. I want no part of denying 
opportunities to Native Americans. I come today not because but 
in spite of those who would restrict their opportunities. It is simply 
a question of assuring that they are safeguarded, like Atlantic City 
and Las Vegas are safeguarded and indeed that we all are pro- 
tected against these elements which we are so close to defeating in 
our country. 

With that, Mr. Chairman, if I could, I would like to yield to Mr. 
Trump. 

[Prepared statement of Mr. Torricelli follows:] 
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STATEMENT OF REP. ROBERT G. TORRICELLI 
BEFORE THE HOUSE SUBCOMMITTEE ON NATIVE AMERICAN AFFAIRS 

OCTOBER 5, 1993 


I'd like to thank Chairman Richardson for holding today's 
hearing and offering me the opportunity to testify. 

It would be difficult to overstate the importance of today's 
hearing not only to my home state of New Jersey, but to the country 
as a whole. For what we have seen over the past five years -- the 
proliferation of over 175 commercial Native American gaming 
establishments in 26 states -- has enormous consequences to our 
social fabric and our law enforcement capabilities. 

What we have seen is the spread of de- regulated casino gaming 
across the country without the citizens of the United States or 
their elected representatives ever having made the decision to let 
that happen. As a representative from one state chat does allow 
high stakes casinos, I believe that is the wrong way to proceed. 

Gambling in New Jersey was a very difficult public policy 
decision. It was made only after careful consideration by the 
people of New Jersey and their elected officials, and it was 
accompanied by an amendment to the state's Constitution. I believe 
that decisions to allow casino gaming on Native American lands 
should undergo the same public scrutiny and the same input from 
affected communities. 

But the purpose of today's hearing is not to discuss whether 
we should allow the further proliferation of these casinos. The 
purpose, instead, is to discuss whether these casinos are properly 
regulated and whether they pose an irresistible invitation to 
organized crime. 

I believe that if one compares the regulation of casino gaming 
in New Jersey with the regulation of tribal casinos, there is great 
cause for concern. 

Atlantic City's casinos operate under the most comprehensive 
system of gaming regulations in the world . In developing its 
regulations, New Jersey officials sought considerable input from 
their counterparts in Nevada. We took what worked best in Las 
Vegas and adopted it for our own, and we went above and beyond Las 
Vegas' regulations where we thought it was necessary. 

New Jersey spends $60 million each year to fund two government 
agencies that enforce its regulations. Virtually all aspects of 
casino operations, from who can be involved to the specific 
dimensions of a chip, are strictly enforced. 
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In Atlantic City, background checks are conducted on any 
individual who handles any money or who is involved directly in the 
games. These checks are so thorough that the owners of the Hilton 
Hotel chain were originally turned down for a license because the 
company had some dealings that were not sufficiently explained to 
state regulators. 

New Jersey's casinos are also subject to the Bank Secrecy Act, 
which requires meticulous reporting and recordkeeping of cash 
transactions. In fact, every single dollar is accounted for and 
reported back to the state. 

Tribal casinos, on the other hand, are regulated by the tribes 
themselves. The Federal Government is severely limited in the 
amount of oversight it can provide, and the states can only monitor 
the games subject to conditions laid out by a tribal -state compact. 

The federal Indian Gaming Commission does have oversight 
responsibilities for Class II gaming, such as bingo. But the 

commission has a $3 million .budget - and .a 24 to. o yeraee 

I ndian -gamiag-Q Pfi r,a.tiMs across the country. 
By contrast, New Jersey gaming regulators, who have responsibility 
for 12 gaminq_operatlona in one city, hav e a S60 m illion budget and 
2.85 .employees* 

Operators of tribal casinos are hired by the tribes 
themselves, and often undergo no background investigations. 

To illustrate how inadequate background checks can be, an 
individual who headed the management firm for gaming operations on 
the Barona Rancheria reservation in San Diego was twice turned down 
for a license by the Nevada Gaming Control Board. 

Furthermore, these casinos are not subject to the Bank Secrecy 
Act. The danger of this situation has attracted the attention of 
Treasury Secretary Bentsen, who has stated support for making 
tribal casinos subject to the Act, and who wrote recently that 
"without adequate recordkeeping, internal controls, and currency 
reporting, Indian gauming has. . .potential to be an attractive target 
for money laundering." 

We are aii.ady beginning to see the negative coi.-equences of 
this loose regulation. 

* In a report issued ‘last December, the Inspector General for 
the U.S. Interior Department said gaming revenues of over $12 
million may have been improperly diverted from tribes to 
operators and suppliers, principally because of theft and 
mismanagement by contracted operators of gaming 
establishments. In last Wednesday's Boston Globe , the author 
of that report stated that "those places are sitting ducks for 
fraud. * 
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* On the Rincon Reservation outside of San Diego, three 
reputed mob leaders from Chicago and two local men were 
convicted of conspiracy to launder money and defraud the 
tribe . 

* There have been repeated allegations of ties between 
the Seminole Indian Tribe's bingo operation in Florida 
and organized crime. Both the Interior Department and 
the Attorney General of Florida have begun 
investigations. And the FBI recently reported that ties 
do indeed exist. 

* The Cabazon tribe in California hired a member of a 
local crime syndicate to run its casino. A tribal 
official who accused the manager of skimming profits was 
forced out of office and found dead two months later. 

While the case has not yet been solved, investigators 
believe that the murder was mob related. 

* New Jersey's Raxnapough Mountain Tribe signed a contract with 
the Rory Management Company <RMC) . In return for spending 
millions of dollars on lobbying efforts to secure federal 
recognition for the tribe, RMC would be allowed to co-own and 
operate a high stakes bingo hall and casino on tribal land. 
Robert Frank, RMC's president, was sued less than a year later 
for $6 million for alleged fraud and embezzlement scheme at a 
California Indian bingo hall. He was subsequently the subject 
of a criminal investigation for fraud, interstate money 
laundering, and possible ties to organized crime. 

* The FBI is currently investigating Angelo Medure, who 
manages a casino for Minnesota's White Earth Band of Chippewa 
Indians. Medure is a business associate of Henry Zottola, who 
works for the Genovese crime family. It is suspected that 
these men are laundering money for that crime family. 

To accompany my written testimony, I am submitting for the 
record 22 specific examples of organized crime infiltration or 
corruption in tribal gaming that have been reported in the media. 

Some will say that these are iterated instances, or that they 
are only rumor and hearsay. But the fact is that in the five years 
since passage of IGRA, tribal casinoshave opened in 26 states, and 
reports of corruption or ties to organized crime have already 
surfaced in 10 of them. 

Anyone who honestly examines the manner in which tribal 
casinos are currently managed and regulated -- and the ability of 
organized crime networks to exploit this situation -- can only come 
to the conclusion that what we are seeing today is the tip of the 
iceberg. In fact, I am willing to submit that the only reason we 
have not seen even more evidence of ties between organized crime 
and tribal casinos is that no Federal regulatory apparatus exists 
to police it or look into it. 
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I have introduced legislation -- HR 2287, the Gaming Integrity 
and State Law Enforcement Act -- that will address these problems. 
Similar legislation has been introduced by Senators Harry Reid and 
Richard Bryan in the other body. 

* HR 2287 will give states the right to reject forms of gaming 
on tribal lands that are not allowed elsewhere in the state 
and give states that do allow tribal gaming more power to 
negotiate regulatory controls in gaming compacts. 

* It will make it the responsibility of the Attorney General 
of the United States to ensure that adequate background checks 
are conducted on individuals affiliated with tribal casinos 
before those individuals begin work at a casino. 

* It will also address Secretary Bentsen's concerns by 
making Indian gaming establishments subject to the same 
financial reporting requirements as other businesses in 
the United States. 

Some have already branded my legislation as an effort simply 
to protect the economic interests of New Jersey and Nevada. I will 
not deny that the economic health of Atlantic City's casinos is 
crucial to the economic health of New Jersey, and that I have an 
interest in looking out for my home state. But I would also point 
to cosponsorship of this legislation by Members and Senators from 
California, Wyoming, Florida, Arizona, Kentucky, Wisconsin, New 
York and New Hampshire. 

Those with open minds will also see that this legislation 
comes from people who know gaming, and who see better than anyone 
else the dangers posed by loosely regulated casinos. We know that 
Native Americans themselves want to prevent criminal elements from 
infiltrating their operations. We also kpow that gaming is the 
most productive engine of economic development that many tribes 
have ever experienced. We're simply trying to use our own 
experience to better protect them. 

We also understand better than anyone the stakes that are 
involved if just one tribal casino is found to be under mob 
i.^luence, or if just one tribal casino is found guilty of fixing 
games. The ramifications would not be limited to tribal casinos, 
but would reverberate throughout the entire industry. We cannot 
allow a few unscrupulous individuals to destroy an industry that 
has been built very carefully over several decades and that is the 
economic lifeblood of two states. 


i 

% 

A 

A 



169 


It is now my pleasure to introduce Donald Trump, the owner of 
three Atlantic City casinos, including the Taj Mahal, New Jersey's 
largest. 

Some will casually dismiss his testimony because of his 
financial interests. But I urge you to listen carefully, because 
Mr. Trump speaks as one who has seen first-hand the extent to which 
proper regulation is a necessity to keep the games clean and 
prevent the infiltration of organized crime. He also presents a 
rare example of a businessman who, cognizant of the dangers posed 
by lax oversight, actually seeks greater regulation by the Federal 
Government . 

Thank you, Mr. Chairman. I look forward to joining you to 
question the additional panels scheduled for this morning. 

#### 
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Arizona 1. Yavapai-Apache Tribe; Yavapai-Apache Reservation; 

Phoenix, Arizona 

1. Despite the fact that federal officials seized the 
business records of Robert Sabes in July, 1993 for Sabes' alleged 
ties to organized-crime figures, the Yavapai's have awarded him 
preliminary approval to manage their proposed casino north of 
Phoenix. (U.S. News and World Report, 8/23/93). 

Arizona 2. Nohave-Apaoha Indian Community; Fort McDowell oaming 
Center; Fountain Hills, Arizona 

1. William Fontana, a security consultant under investigation 
by the FBI and the Mohave-Apache tribal police, for allegedly 
bilking $700,000 from the Fort McDowell tribal gaming center has 
faced similar charges twice in Arizona and once in Florida. He was 
hired by the casino manager to investigate, A1 Weiss, the casino's 
security director in an effort to force Weiss out. ( The Arizona 
Republic, 2/J/93) 

California 1. Barona Rancheria; California 

1. Stewart Siegel admitted to being a front for organized 
crime; former head of the tribe's management firm. (Los Angeles 
Times, 10/8/91). 

2. Emmett Munley, the head of a management firm that ran 
gaming operations on the Barona Rancheria twice failed to get a 
license from the Nevada Gaming Control Board. (Los Angeles Times, 
10/8/91) . 

3. During Congressional hearings in 1989, an anonymous 
witness, who was later revealed to be Stewart Siegel, admitted that 
he had cheated an Indian-gaming establishment out of $600,000 per 
year by paying a chief $1,000 per week. (Los Angeles Times, 
10/7/91) 

Californiia 2. Cabazon Indian Tribe; Cabazon Reservation; 
Southern California; 

1. According to 1 tue California State Attorney General's 
Office, in May 1981, after tribal vice president Fred Alvarez began 
complaining of money skimming, Alvarez and two friends were shot 
dead. (Los Angeles Times, 10/8/91) 

2. A poker room was managed by reputed organized crime figure 
Rocco Zangari. (Los Angeles Times, 10/8/91) 

3. In 1985, John Nichols a non-Indian advisor to the Cabazon 
tribe was sentenced to four years in prison for trying to hire an 
undercover policeman to serve as a hit man. (San Francisco 
Chronicle, 9/5/91) . 
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California 3. Rincon Indian Reservation; San Diego County, 
California 

1. On January 10, 1992, the reputed acting boss of Chicago's 
mafia, Sam "Wings" Carlisi, and eight other organized-crime figures 
were indicted in a fifteen count indictment comprised of felony 
charges for their attempts to take over gambling operations and 
skim casino profits. (Proprietary to the United Press 

International, January 27, 1992). 

California 4. Jackson Rahcheria; Amador, California 

% 

1. James L. Williams, an associate of Anthony "Tumac" 
Accetturo, managed a bingo hall in 1985. Accetturo was recently 
convicted of being the head of the Luchese organized-crime family 
of New York. (Los ANgeles Times, 10/8/91) . Williams was convicted 
in 1987 of failing to pay taxes on some $300,000 he earned from 
Indian bingo halls. (New Jersey Law Journal, 9/13/93) ? (.S. News 

and World Report, 8/23/93). 

California 5. Mi-Wok Tribe; "Chicken Ranch 11 ; Tolumne, California 

1. In 1984 , an arson fire swept through the home of and 
incinerated an activist for the Mi-Wok tribe named Karl Mathiesen. 
Mathiesen had complained that Indians were not being given fair 
profits. Although there it was never proven that the crime was 
tied to gaming, California Deputy Attorney General Rudolf Corona, 
Jr. has stated that "someone wanted (Mathiesen) very dead." (Los 
Angles Times, 10/8/91) . 

California 6. Morongo Reservation, California 

1. In 1984, the tribe sued an outsider for running an 
unauthorized bingo on one member's land. Testimony later disclosed 
that reputed crime figures Rocco Zangari and Tommy Marson 
frequented the hall. (Los Angeles Times, 10/8/91). 


California 7. Runsey Rancheria; California 

1 A former tribal secretary was indicted for tax charges for 
allegeuly fleeing to Nevada with a Rolls *\oyce and $400,000 in 
gaming proceeds. (Los Angeles Times, 10/7/91) . 

California 8. 8oboba Reservation; Riverside, California 

1. One Indian-gaming management firm was found to have 
embezzzled $252,000 and another included a fugitive from the French 
Connection Heroin case. (Los Angeles Times, 10/8/91) . 
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California 9. Twenty-nine Pains Reservation; San Bernardino, 
California 

1. Wiretaps in 1987 overheard Chicago mobster Chris Petti 
discussing a possible hotel-casino, although the deal never 
materialized. (Los Angeles Times 10/8/91) . 

California 10. Cloverdale and Hopeland Bands of Porno Indians; 
Northern California 

1. Angelo Medure, an alleged associate of a Pittsburgh crime 
family plans to manage casinos for the Hopeland Band of Porno 
rndians in Northern California, the Cloverdale Porno Indians in 
Northern California. His involvement with the White Earth Tribe of 
Minnesota has led to investigation by local law enforcement 
officials. (U.S. News and World Report, 8/23/93). 

Connecticut 1. Mashantuckett Pequot Indian Tribe; Foxvoods 
casino; Ledyard, Connecticut 

1. Robert W. Werner, Connecticut's top gambling regulator, 
complained that state police are not authorized to investigate 
financial backers of Indian casinos; the Hartford Courant noted 
that " as a reuslt, the state has been unable to conduct a full 
investigation of the Malaysian company that has bankrolled the $60 
million first phase of Foxwoods and much of the $142 million 
expansion now under construction" (Hartford Courant, 5/27/93). 

2. The Courant reported that Werner also complained of "large 
backlogs" created by an inefficient background-investigation 
system." (Hartford Courant, 5/27/93) 

3. Connecticut State Police suspect a gang from Boston of 
theft of "several thousand dollars" from an electronic cash- 
transferral system at the Foxwoods casino. (Hartford Courant, 
January 19, 1993) 

Florida 1. Kiccosukee Tribe; Miccosukee Indian Reservation; 
Miami, Florida 

1. Tamiani Partners approved a bingo-papei supply contract 
with Frank Nannicola of Warren, Ohio. Nannicola is the son-in-law 
of Charles Imburgia, whom the Pennsylvania Crime Control Commission 
claims is a member of the Genovese organized-crime family from 
Pittsburgh. The National Indian Gaming Commission has never 
investigated Nannicola, the paper-supply concern run by Nannicola, 
or Tamiani Partners. (U.S. News and World Rpeort, 8/23/93). 
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Florida 2. Seminole Tribe; Seminole Indian Reservations; Tampa and 
Hollywood, Florida 

1. Two independent investigations by the FBI and the 
Department of Interior's Inspector General both concluded that the 
management companies that run the tribe's bingo operations have 
ties to organized crime. (The Blood Horse, January 30, 1993) 

2. The Interior Department report indicated the tribe's 
management contract includes no opportunity for the tribe to 
maintain control over the management firms. The state has no 
jurisdiction on reservations and the federal government will not 
spend the resources to ensure adequate oversight. (The Tampa 
Tribune, January 7, 1993) 

Minnesota 1. White Earth Tribe; Shooting Star Casino; Mahnomen, 
Minnesota 

1. The White Earth tribe's dealing with Angelo Medure, an 
alleged associate of Pittsburgh organized-crime figures, and Carmen 
Ricci, an alleged associate of Hew Jersey's "Nicodemo Scarfo” 
organized crime family, have raised concerns among citizens and 
law-enforcement officials. (U.S. News and World Report, 8/23/93). 

2. Angelo Medure, an alleged associate of the "Nicodemo 
Scarfo" crime family also plans to manage casinos for the Hopeland 
Band of Porno Indians in Northern California, the Cloverdale Porno 
Indians in Northern California, and the Senaca-Cayuga Tribe in 
Miami, Oklahoma in addition to the White Earth Tribe of Minnesota. 
(U.S, News and World Report, 8/23/93). 

Minnesota 2. Nett Lake Chippewa Tribe; Nett Lake Reservation; 
Minnesota 

1. The Nett Lake Chippewas of Minnesota, leased 172 slot 
machines from a company it later discovered was owned by the non- 
Indian casino manager and tribal attorney. As a result the tribe 
paid $2.5 million dollars to rent machines that would have cost 
$800,000 to purchase. (The Boston Globe, 9/29/1993) 

Montana 1. Assiniboine and bouix Tribes; Fort Peck Reservation; 
Wolf Point, Montana 

1. The Assiniboine and Souix of Montana signed a contract to 
build and manage a $10 million gaming/ retail complex with a 
company that had no experience in construction or casino 
management. $5 million of financing included M three instruments 
made out in German, drawn on a Swiss bank account and payable to an 

Italian national. 1 11 (The Boston Globe, 9/29/93). 
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2. The Inspector General's report states "The international 
financial arrangements indicate the need for constant scrutiny to 
ensure that such arrangements are sound and protect the interests 
of Indian tribes. (The Inspector General's report) 

New York 1. Saint Regis Mohawk Tribe; Saint Regis Mohawk 
Reservation? upstate New York 

1. In 1990 an associate of John Gotti was arrested for 
shipping slot machines to the reservation. (Los Angeles Times, 
10/7/91). 


2. A casino -- legal only because of a compact signed after 
1991 -- opened there in July 1993. 


Oklahoma 1. Seneca-Cayuga Tribe; Miami, Oklahoma 

1. Angelo Medure, who is involved with operation in the 
Seneca- Cayuga gambling hall, has has been under investigation for 
his dealings with tribal casinos in California and Minnesota, and 
for his connections to the Genovese crime family. 

Wisconsin 1. Wisconsin Winnebago Nation; Winnebago Reservation? 
Madison, WI 

1. Under the management of Glenn Corrie, the Winnebago tribe 
of Madison, Wisconsin lost $2,000,000 in illegal payments to Corrie 
and cannot account for another $3,700,000 in casino revenue 
intended for the tribe. (Star Tribune (Wisconsin), July 4, 1993) 

2. The Inspector General's reports indicate that the tribe 
saw its $2 million dollars in savings become $2.5 million in debt 
over 18 months due to casino mismanagement. (The Boston Globe, 
9/29/93) 

New Jersey 1. Ramapough Mountain Paopla; Raaapough "Reservation"; 
Bergen County, New Jersey 

1. The Rampough Mountain People, a group currently under 
consideration for federal recognition that plans to open a casino 
in Northern New Jersey, employed Robert Frank as a "consultant" 
until 1991. Frank is a longtime associate of Anthony "Tumac" 
Accetturo, who has been involved extensively with Indian gaming 
operations across the country. Accetturo was recently convicted 
(in New Jersey) of racketeering, extortion, and being the head of 
New York's "Luchese" organized-crime family. Frank also maintains 
ties with James Williams, who was convicted in 1987 of failing to 
pay taxes on some $300,000 he earned from Indian gaming bingo 
halls. (New Jersey Law Journal, 9/13/93); (U.S. News and World 
Report, 8/23/93). 



175 


Mr. Richardson. I thank my colleague. 

Mr. Trump, please proceed, and welcome to this committee. 


STATEMENT OF DONALD TRUMP, CHAIRMAN AND PRESIDENT, 

TRUMP ORGANIZATION, NEW YORK, NY 

Mr. Trump. Thank you very much, Mr. Chairman. It is an honor 
to be here, and I appreciate the time. 

I had a rather long and probably very boring speech drawn out, 
and I have decided not to read this speech alter having heard so 
much this morning. It was politically correct, it was something that 
was going to get me in no trouble whatsoever, but I just don T t feel 
it is appropriate to go through it. 

I think that it is obvious from everything you have heard today 
that organized crime is rampant, is rampant — I don’t mean a little 
bit — is rampant on the Indian reservations. People know it; people 
talk about it. 

I watched the FBI discussing the fact that they had virtually no 
agents checking, and I just wondered to myself, I wonder what J. 
Edgar Hoover would have said about this. 

What is happening on the Indian reservations is known by the 
Indians to a large extent. I don’t believe anything is being done 
about it. And, to be honest with you, I think if you knew some of 
the characters that you are dealing with, I think they would be 
afraid to do anything about it. 

In Atlantic City and in Las Vegas we have the FBI, many, many 
folks from the FBI, we have our own people, we have the U.S. at- 
torneys, we have sheriffs, we have marshals, we have everything 
watching eveiy move. 

As Congressman Torricelli said, they really know me better than 
I know myself, everybody, from the Casino Control Commission all 
the way up or down. It is really an incredible situation that I have 
to go through in terms of checks. Every check I sign, every docu- 
ment I sign is scrutinized by, not one, not two, but in many cases 
three, four, and five different groups of people, and in the end I am 
not saying that things can’t be done wrong, I am not saying that 
things can’t happen, but people are going to get caught; they are 
absolutely going to get caught. 

I have witnessed so many different things, and I can’t tell you. 
We have an industry in Atlantic City that has contributed $2.5 bil- 
lion to the Casino Revenue Fund, lliat is a fund set up for senior 
citizens and the disabled. Two things can happen, ana this is big 
money. This is, 9.25 percent of every dollar gets sent to the senior 
citizens and to the disabled in New Jersey and beyond, and beyond 
in terms of groups of people. 

If this continues as a threat, it is my opinion that it will blow, 
it will blow sky high, it will be the biggest scandal ever or one of 
the biggest scandals since A1 Capone in terms of organized crime, 
and it is going to destroy an industry that is a legitimate industry, 
an industry that is watched carefully by everybody. This will be a 
scandal. Congressman Miller, I believe, will be very embarrassed 
by it, I believe a lot of you folks that are standing there, I believe 
honestly knowing that what you say is perhaps not as correct as 
you would like to make it sound. I believe that there is going to 
be a lot of embarrassed and a lot of red faces. 
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But to sit here and listen as people are saying that there is no 
organized crime, that there is no money laundering, that there is 
no anything, and that an Indian chief is going to tell Joey Killer 


W 

listen about sovereign nation, the great sovereign nation, and 
yet $30 billion to all of the various programs was contributed to the 


to please get offhis reservation is almost unbelievable to me. 

i\a i nit i n a • r 
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sovereign nation for education, for welfare, for this, for that. 

I listened as to sovereign nation, and yet the sovereign nation 
and the people of the sovereign nation have the right to vote in our 
country. 

I listen as to sovereign nation, all of the medical, all of the other 
treaties. 

I want to know, can Indians sign treaties with foreign nations? 
Can they go and sign a treaty with Germany? The answer is no. 
How is it a sovereign nation? 

It is only a sovereign nation in that Indians don’t have to pay 
tax, and what you have — what you have is, you have a very inter- 
esting dichotomy. We are paying $2.5 billion worth of tax. The Indi- 
ans don’t have to pay tax. Nobody is more for the Indians than 
Donald Trumi 


And you ask about competing. I love to compete. Nobody likes — 

know for 
eqt 

ing and paying hundreds of millions of dollars in tax. My so- 


lpeting. 
folks ui 


l yo 

and I think many of you 
to compete. But I like to compete on an equal footing. I am compet- 


up there know for a fact that I love 


ing ai 

called — as you would call them — opponent — and they are not an op- 
ponent — but my opponent is competing and paying no tax. It is not 
a fair situation. It is not fair to the States. 

If, in fact, Indian gaming were allowed in northern New Jersey, 
the Fund for Senior Citizens would be totally destroyed, the fund 
for medical care and all of the other uses that this tax money is 
paid for would be totally destroyed, and I think that is a real big 
problem. 

And one other thing I might add. We talk about Indians like 
gaming is going to be the salvation. You have a group of Indians 
in Connecticut. I have heard 300, I have heard 400. It is a casino 


that is far and away the most profitable in the world because, 
again, they don’t pay tax. Why don’t they distribute some of the 
funds to all of the other Indians throughout the United States that 


don’t have a location of Connecticut right next to New York City 
and right next to Boston? 

Why is it that the Indians — we talk about these 300 Indians 
which, by the way, was rather recently formed — why don’t they 
make their contributions to all of the Indians? You have probably 
a profit on that, I would estimate, of $400 or $500 million. This 
goes to a total of about 300 to 400 Indians. Why don’t we make 
contributions? Why doesn’t this money get taxed, and why doesn’t 
this money be distributed throughout the United States to Indians 
who locationally can’t have a reservation where you would have a 


casino because the casino is too far away from the population? 

tooav, 

and I am disappointed. I am disappointed as a citizen. When I have 


So I listened to what has gone on today, and truly I am amazed, 


to sit here and listen to people saying that everything is just 
peachy-dory, it is not, folks. It is going to blow. It is just a question 
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of time, and when it blows you are going to have a lot of very em- 
barrassed faces sitting right where you folks are sitting right now. 
Ihank you very much. 

[Prepared statement of Mr. Trump follows:] 
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Good morning Mr. Chairman and Member* of tbe Committee. Thank you 
for tbe privilege of appearing before you today on this Important issue. 

Thank you, Bob, for that warm . atroduction, and thank you for being here 
vu-ith me today, Yt presence dearly indicate* the importance of this matter to the 
people of New Jersey. 

l*m Donald Trump. Tm from New York where I develop, restore and create 
new properties and hotels. As Bob Torricelli noted, I also operate three casinos in 
Atlantic City under license from the State of New Jersey and that Is why I tm here 
today. The . casino* have stockholders and bondholders other than myself As 
Chairman of the Board of these casinos, I represent their interests as well 

Much has been said in recent weeks about the big casino Interests * people 
like Donald Thimp taking on America’s nadve people. Tramp and all the moneyed, 
muscle crowd attacking That isn't tbe cate at alL In a sense, this has 

little to do » ! th the Indiana^Neither I nor my colleagues in tbe industry oppose the 
right of our first countrymen to seek economic determination and to secure their 
futures. As you know, many people in our industry are helping I ndian tribes 
iccompUib thit gotL 

I am not here to quarrel with Indians. But I and others do have a quarrel 
with tbe federal government And when tt coatee time fix a single citizen to stand 
up to tbe power end resources of Washington, aB of us, Including Donald Trump, 
are Just members of John Q. Public. A Uttie guy against the biggies. 
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But America to a great country and even little guys, in this case even Donald 
Trump, have some rights. And states also have some rights in our constitutional 
system. We believe that in this case the rights of Donald Trump, the residents of 
New Jersey and the state itself are quite synonymous. 

As stated, I operate three casino# in Atlantic City. Actually, although a lot 
of people seem to think I know little about the business, I am the largest 
Individual casino operator in the world. I say that modestly u you would expect 

However, in New Jersey, I and mgr colleagues don’t merely operate casinos 
for our own fun and profit. We are economic partners with the state. The first 9.25 
percent of every dollar we take in goes to New Jersey • off the top • off our gross, 
not our net Bight percent of that goes to support the Casino Revenue Fund (CRF). 
This is a state program we fund which supports seniors and the disabled. It allows 
seniors to buy prescription drags for $5.00, offsets tbeir property taxes, helps reduce 
their electricity tails end provides other services like home health care. It offers our 
sealon and disabled both security end dignity. 

In 1!*92 New Jersey casinos provided 1255 million to this fund. Since 1978 
when Atlantic City's first casino opened, our industry hss provided 523 billion to the 

CRF. 


The next 1.21 percent of grots casino revenue goes to a state agency, the 
Casino Reinvestment Development Authority (CRDA). We are the sole funding 
source of that organization. Lest year we provided $40 million to the CRDA which 
Invests these funds In public projects throughout New Jersey. Through 2009, it is 


2 
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estimated the CRDA will invest $654 million In Atlantic City, $413 million in 
southern New Jersey end $297 million in northern New Jersey. This money has and 
will continue to build housing, day care centers, senior citizen complexes and 
shopping canton in all of the state’s urban areas. It's a lot of money, and it's for 
worthwhile causes. 

Some 75,000 New Jerseyans and their families are working because of our 
business; more than 43,000 directly in Atlantic City. We employ well over half of 
the city's entire work force. In 1992 alone we paid more than a billion dollars in 
wages and benefits to our people. 

More than $3 billion of investment, that's right S5 billion of private capital 
has made Atlantic City the economic base of the entire southern halt of New Jersey. 
We represent over 4 percent of the state budget 

We have accomplished all this under tbe most restrictive regulatory 
standards in the country. We are the most highly regulated business in any capacity 
in any venue. We pay the state over $60 million annually for our own regulation. 
That's correct • we p«y to regulate ourselves although state rtguladoo is separate 
and apart from us and beyond reproach. 

As I said, our regulation is stiff. Each of my businesses is relicensed on a 
biannual bests. As of now, I must personally requalify each year. All key employees 
must do so. This It no easy process. Every activity and transaction are checked by 
the State Police. Some eighty pagse of documentation; associations, personal and 
business checks; family background; and reaources. It is totally pervasive. Actually, 
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I am told that tome of the owner* of (ports franchises in our country would not 
qualify for licensure in New Jersey's casino industry. 

I can state without fear that we are solid corporate citizens operating a clean 
and honest entertainment business. Both we and New Jersey are proud of this 
record and rightfully so. 

Do you wonder, therefore, why we are so deeply concerned, even paranoid, 
that Indian tribe operations are not similarly regulated. Do you know what would 
happen to our reputations, our businesses if organized crime gained a foothold in 
any of the Indian operations. I am not suggesting that organized crime has done so 
although there have been numerous articles in the press that this has happened. It 
is the mere possibility that scares us. A scandal in any Indian casino operation 
would reflect on us, rub off on our industry. Our honesty, our integrity, our 
reputations would be compromised at once. It is an old story - guilt by association. 
Years of work down the drain. We know that Indian tribes want dean and honest 
operations. However, we also know that people involved in advising some of the 
tribes, those operating and funding certain of their operations, are not subject to the 
strict end qualifying regulation in place in New Jersey and other states. 

Yet we are concerned, very concerned. The federal government has unleashed a 
process without regard to the economic or social consequences to the state in which 
the activity takes place. 

However, I am not in law enforcement so I will let the law enforcement 
people discuss these matters. 
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I am here to talk about what could happen hi New Jersey if this process were 
applied there. I would like to trace for you what would happen to us, our employees 
and their families, our seniors and disabled if the federal government unilaterally 
determined to recognize an Indian tribe in northern New Jersey near New York 
City. Please note I uted the word would; not what could happen. 


First of lU, an Indian casino operation in nost-am New Jersey would be the 
economic death knell to Atlantic City. Much of our market, which we and the state, 
our economic partner, have worked bard to create and protect, would disappear. 
No ooc will ride two hours in traffic to do the same thing that they could do in 
fifteen minutes or a half hour. We would lose Jobe * a lot of them because casinos 
would be forced to dose in a dwindling market. 


New Jersey's public investment in a new convention center, in airport 
development would be serio Maly compromised. Millions spent on new infrastructure 
and highway development wsuld have been wasted. Atlantic City, even today, is a 
state resource and treasure which would be immediately undermined. 


Let’s forget Donald Trump and the casino industry for a moment. What 
about New Jersey's citizens. Crfiwiy the millions for seniors and the disabled and 
reinvestment would decrease quite measurably. The money will not be replaced by 
an Indian casino. 


• What about the state? Would New Jersey be able to assure itself that its 
public policy of strict regulation would be maintained? Not to the extern that it now 
controls the regulation of gaming In Atlantic Oty. Under existing laws, no state has 
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prerogative over Indian Therefore, foe state would be powerless to cany 

out its regulatory policy over these operations. It is quite a dichotomy. New Jersey, 
which ha* prided Itself as the state with foe strictest form of casino regulation, could 
be forced to accept lesser standards tor Indian tribes operating within its state. Such 
Is foe nature of State - Indian compact negotiations where states are forced to 
accept lets than optimum regulatory measures out of fear that they will be sued by 
Indian tribes for not negotiating in ’good faith.* 


And what about workers. Did you know, for cample, this week at the AFL^ 
GO meeting in San Francisco that some of our largest unions, the Service Workers, 
foe Seafarers, the Operating Engineers and the Restaurant and Hotel Workers 
joined to form the Riverboat and Indian Gaming Service Trade Council? The 
purpose of the council is clear-cut - to protect worker*. Do you know why? Because 
federal laws, like foe TafeHaitlcy, Use the jurisdiction of the National Labor 
Relations Board do not apply. They also oease to adit at foe tribal land doorstep. 
At present, union workers even in states Uke New Jettey, would have no federally or 
state protected rights or foe ability to organise in casinos operated on tribal lands. 
The unions hope to do something about this. They hope to gain foe right to 
recognition, foe right to organize if they so choose. Quite frankly, I hope they have 
better hick than we have had so far. 


So gentlemen, foe Issue Is realty not Donald Trump and foe moneyed casi no 
Interest] against various Indian tribes. The Issue Is whether our government in 
recognising foe legitimate rights of our native Americans will simultaneously assure 
that foe rights of our state’s own citizens, our workers, our seniors and, yes, even 
Donald Trump, are not bargained away or stooped upon In the process. 
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That b the reason that ntyaolf ud others are supporting Bob Torrkelli’i 
legislation and also why I filed a lawsuit against the Secretary of the Interior. Tm a 
citizen, and I behave it is my right to protect tqyseif and my companies when the 
government refines to do so. 


Thank you. 
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Mr. Richardson. Thank you. 

Mr. Trump, let me start out by exercising the prerogative of the 
chair in asking the first question. You mentioned the words "ramp- 
ant organized crime infiltration on Indian gaming.” 

Mr. TRUMP. Yes, sir. 

Mr. Richardson. Have you presented this evidence to the FBI 
or to this committee? Do you have documentation of that? 

Mr. Trump. Well what I have is, I have many, many instances 
of events one after another — organized crime figures, killings, 
deaths, laundering of money. I mean I could read them to you. 
Frankly, this would have been much more interesting to read than 
my own testimony. That is why I decided not to read my testimony. 
Wisconsin, White Earth tribe, all the Apache Tribe — all instances 
one after another. I have more instances here. You folks know that. 
I really believe you know that, and I could give you any docu- 
mentation I have. 

Now, this is without having people watching. This is with listen- 
ing to an FBI person saying that he has got no men — no men, 
zero — assigned to the reservation. 

At the Tqj Mahal, I spent more money on my security and my 
security systems than most Indians spend in building their entire 
casino, and I will tell you, without that kind of security equipment 
and that surveillance equipment and the numbers of people, you 
cannot police it. 

But what you really also need is, you need Government help. 
When the bad guys come in, when the tough guys come in, you 
have got to have somebody behind you. There is nobody behind 
these people. There is nobody there. There is nobody there to help, 
and when the tough guys go up and they say what they want, I 
truly don’t believe — I truly do not believe, ana I don’t believe you 
believe, that anybody is going to do anything about it. They are 
going to get everything they want. 

Mr. Richardson. Well, Mr. Trump, I don’t agree with that. Let 
me just say, we want your evidence. Now you nave detailed that 
in your opening statement. We want to investigate this. This com- 
mittee is not trying to cover anything up. We are interested in this 
issue. 

You have basically stated that the problem seems to be that, the 
FBI doesn’t have any people, or is that correct? 

Mr. Trump. I think it is far beyond that. I think that people have 
got paper bags over their faces and nobody’s looking. Everybody, it 
seems to me, from even just a common sense standpoint, knows 
what is going on. Everybody knows what is going on. 

I can tell you this. In New Jersey you have what is called a black 
list, or a list of people that we are not allowed to do business with. 
These people were a constant source of irritation. I can supply the 
list of names if you would like the list of names. But it was a large 
list of names, and these were not very good people, and some of 
them were plenty rough. These) people were a constant irritation, 
a constant problem. We weren’t supposed to, but they were always 
trying to get in, trying to be dovm there, trying to do whatever they 
do, and it was a constant source. 

One of my executives told me the other day, "The only good thing 
about the Indian reservation is that we don’t see these people any 
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more, we don’t see them any more.” Now why don’t we see them? 
I guess because they have a lot easier fish, I don’t know, but we 
don’t see them any more. So it makes our job a little bit easier. 

Mr. Torricelli. Mr. Chairman? 

Mr. Richardson. Mr. Torricelli. 

Mr. Torricelli. May I address your question? I was a young 
lawyer in our governor’s office in New Jersey when we legalized ca- 
sino gaming, and I think that experience will help answer your 
question. 

We were extraordinarily naive. We passed good laws to keep or- 
ganized crime out of the casinos, and I am proud of what we did. 
A year hadn’t gone by when they were monopolizing vending ma- 
chines, and then laundry operations. You will never find the pres- 
ence of organized crime without an intense effort. 

It is said there are none so blind as those who will not see. I 
didn’t come here to embarrass the FBI today in my questioning. It 
was simply to point out that this will take a concerted effort. Mr. 
Trump may, by chance, come upon a name, as I have in these 22 
instances, from the popular media, but I will assure you, if the pop- 
ular media can find 22 States with organized crime involvement in 
a cursory look, a dedicated effort by the FBI is going to find some- 
thing more substantial. 

I unit came to this issue in an interesting way. I heard constitu- 
ents of mine were raising money to create a management company 
in South Dakota to run an Indian bingo hall. I knew who they 
were, and I knew they were connected, and I got curious with the 
issue. That case isn’t here, never been written about, nobody even 
knows about it. But this will not come from citizens rushing to the 
FBI, it will come because we have a concerted effort to establish 
laws, to regulate, and then to fine. 

Mr. Richardson. I agree with my colleague. 

Let me ask my last question to Mr. Trump. 

Mr. Trump. Yes, sir. 

Mr. Richardson. Did you submit this list to the FBI at any 
time? 

Mr. Trump. This was a list that was given to me by lawyers of 
various things that are currently going on and investigations and, 
by the way, convictions, many convictions on the list. 

I am not a law enforcement officer. I am not supposed to be going 
around checking Indian reservations. That is wnat you have the 
FBI for, and they are veiy capable, the most capable. But that is 
not my iob. My job is to come here and tell you that from a stand- 
ard of the largest casino operator in the world, which I am. I will 
tell you that there is no way the Indian gaming is going to he con- 
trolled and not be totally taken advantage ana, in my opinion, to- 
tally taken over in almost every instance, totally taken over, by the 
mob. There is no way that the Indians are going to protect them- 
selves from the mob. There is no way. 

I think most of you people sitting up there honestly believe that. 
I don’t know that that is going to affect your judgment, but I be- 
lieve that you honestly believe that. 

From a common sense standpoint, from a practical standpoint, 
there is no way the Indians are going to protect themselves from 
the mob. 
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Mr. Richardson. But we have no evidence that the FBI has 
checked any of the 22 instances out. 

Mr. Trump. You can’t have evidence when the FBI doesn’t have 
one man assigned to Indian gaming. How can you have evidence? 
That is exactly the point. You need armies of people, armies of peo- 
ple to check. Eveiy check that they have written, you have got to 
check those checks. You have got to see who is supplying the meat, 
who is supplying the potatoes, who is supplying tne potato chips. 
You have got to check every supplier going into that Indian res- 
ervation. 

The checking is a joke. The checking is a joke, and you have got 
to do something because this will be the biggest crime problem in 
this country’s history, in my opinion. 

Mr. Richardson. Let me just conclude by making a formal re- 
quest to you, Mr. Trump, that you provide this committee with all 
tne available data, documentation, that you and my colleague have 
discussed today. 

Mr. Trump. It would be an honor. Thank you. 

[The information follows:] 
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October 25, 1993 


The Honorable Bill Richardson 
Chairman, Native American Affaiis Subcommittee 
U.S. House of Representatives 
2349 Rayburn House Office Building 
Washington, D.C. 20515 


Dear Congressman Richardson, 

In the recent hearing of the Native American Subcommittee of the House Natural 
Resources Committee, Chairman Miller repeatedly challenged ine to put forward evidence 
of organized crime involvement in the Indian gaming industry. 

I am enclosing a list of 13 examples of serious organized crime involvement in Indian 
reservation casinos many of which were widely reported in the press. The list includes the 
following incidents: 

* Barona Rancheria; California 

Stewart Siegel admitted to being a front for organized crime; 
former head of the tribe’s management firm. 

Exhibit A (Los Angeles Times, 10/8/91). 

Emmett Munlcy, the head of a management firm that ran * 
gaming operations twice Tailu 1 m t a license from the Nevada 
Gaming Control Board. 

Exhibit A (Los Angeles Times, 10/8/91). 

During Congressional hearings in 1989, an anonymous witness, 
who was later revealed to be Stewart Siegel, admitted that he 
had cheated an Indian gaining establishment out of $600,000 
per year by paying a Chief $1,000 per week. 

Exhibit B (Los Angeles Times, 10/7/91). 
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CabazonJndian Tribe; Cabazon Reservation; 
Southern California 


According to the California State Attorney General's Office, in May 1981, 
after tribal Vice President Fred Alvarez began complaining of money 
skimming, Alvarez and two friends were shot dead. 

Exhibit A (Los Angeles Times, 10/8/91). 

A poker room was managed by reputed organized crime figure 
Rocco Zangari. 

Exhibit A (Los Angeles Times, 10/8/91). 

In 1985, John Nichols a non-Indian advisor to the Cabazon 
Tribe was sentenced to four years in prison for trying to hire 
an undercover policeman to serve as a hit man. 

Exhibit C (San Francisco Chronicle, 9/5/91). 

Jackson Rancheria; Amador. California 


James L. Williams, an associate of Anthony "Tumac" 
Accetturo, managed a bingo hall in 1985. Accetturo was 
recently convicted of being the head of the Luchese organized 
crime family of New York. 

Exhibit A (Los Angeles Times, 10/8/91). 


Williams was convicted in 1987 of failing to pay taxes on some 
$300,000 he earned from Indian bingo halls. 

Exhibit D (New Jersey Law Journal, 9/13/93); 

Exhibit E (U.S. News and World Report, 8/23/93). 


Miccosukee Tribe; Miccosukee Indian Reservation: 

Mlamliilorlda 

Tamiani Partners approved a bingo-paper-supply contract with 
Ftrank Nannicola of Warren, Ohio. Nannicola is the son-in-law 
of Charles Imburgia, whom the Pennsylvania Crime Control 
Commission claims is a member of the Genovese organized 
crime family from Pittsburgh. The National Indian Gaming 
Commission has never investigated Nannicola, the paper-supply 
concern run by Nannicola, or Tamiani Partners. 

Exhibit E (U.S. News and World Report, 8/23/93). 


Mi-Wok Tribe: "Chicken Ranch 11 ; Tolnmne. California 


In 1984, an arson fire swept through the home of and 
incinerated an activist for the Mi-Wok Tribe name Karl 
Mathiesen. Mathiesen had complained that Indians were not 
being given fair profits. Although it was never proven that the 
crime was tied to gaming, California Deputy Attorney General 
Rudolf Corona, Jr. has stated ‘'someone wanted [Mathiesen] 
very dead.” 

Exhibit A (Los Angeles Times, 10/8/91). 

Morongo Reservation: California 

In 1984 the tribe sued an outsider for running an unauthorized 
bingo on one member’s land. Testimony later disclosed that 
reputed crime figures Rocco Zangari and Tommy Marson 
frequented the hall. 

Exhibit A (Los Angeles Times, 10/8/91). 


Ramapough Mountain People: Ramaoough “Reservation*: 
Bergen County. New Jersey 

The Ramapough Mountain People, a group currently under 
consideration for a federal recognition that plans to open a 
casino in Northern New Jersey, employed Robert Frank as a 
"consultant" until 1991. Frank is a longtime associate of 
Anthony "Tumac" Accetturo, who has been involved 
extensively with Indian gaming operations across the country. 
Accetturo was recently convicted (in New Jersey) of 
racketeering, extortion, and being the head of New York’s 
"Luchese" organized crime family. Frank also maintains ties 
with James Williams, who was convicted in 1987 of failing to 
pay taxes on some $300,000 he earned from Indian bingo halls. 
Exhibit D (New Jersey Law Journal 9/13/93); 

Exhibit E (U.S. News and World Report, 8/23/93). 

Rincon Indian Reserva ti on; San Diego County. 

California 

On January 10, 1992 the reputed acting boss of Chicago’s 
mafia, Sam "Wings" Carlisi, and eight other organized crime 
figures were indicted in a fifteen-count indictment comprised 
of felony charges for their attempts to take over gambling 
operations and ~kim casino profits. 

Exhibit F (Proprietary to the United Press International, 1/27/92). 



Saint Bfigis Mohawk Tribe; Sain t Regis Mohawk 
Reservation; upstate New York 


In 1990 an associate of John Gotti was arrested for shipping 
slot machines to the reservation. 

Exhibit B (Los Angeles Times, 10/7/91). 

A casino — legal only because of a compact signed after 1991 
— opened there in July 1993. 

Soboba Reservation; Riv er side C ali fornia 

One Indian gaming management firm was found to have 
embezzled $252,000 and another included a fugitive from the 
French Connection Heroin case. 

Exhibit A (Los Angeles Times, 10/8/91). 

W hite Earth Tribe; Shooting Star Casino; Mahnomen, 
Minnesota 

The White Earth Tribe’s dealings with Angelo Medure, an 
alleged associate of Pittsburgh organized crime figures, and 
Carmen Ricci, an alleged associate of New Jersey’s "Nicodemo 
Scarfo" organized crime family, have raised concerns among 
citizens and law enforcement officials. 

Exhibit E {V.S. News and World Report, 8/23/93). 

Medure also plans to manage casinos for the Hopeland Band of 
Porno Indians in Northern California, and the Senaca-Cayuga 
Tribe in Miami, Oklahoma. 

Exhibit E (U.S. News and World Report, 8/23/93). 

Wisconsin Winneb ago Nation; Winnebago Res e rvation: 
Minnesota 

Under the management of Glenn Corrie, the Winnebago Tribe 
of Madison, Wisconsin lost $2,000,000 in illegal payments to 
Corrie and cannot account lor another $3,700,000 in casino 
revenue intended for the tribe. 

Exhibit G (Star Tribune, Wisconsin, 7/4/93). 
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* Yavapai-Apache Tribe; Yavapai-A pac he Reservation; 

Phoenix^ Arizon a 

Despite the fact that federal officials seized the business records 
of Robert Sabes’ in July 1993 for Sabes’ alleged ties to 
organized crime figures, the Yavapai’s have awarded him 
preliminary approval to manage their proposed casino north of 
Phoenix. 

Exhibit E (U.S. News and World Report, 8/23/93). 

All of these incidents were found despite the fact that the F.BX, per the testimony 
of Agent Jim E. Moody (Section Chief, Organized Crime/Drug Operations of the Criminal 
Investigative Division of the F.B.I.) at your hearings, had no agents assigned to the Indian 
reservations. 

I know some will argue that many of these s irious situations took place before the 
enactment of the 1988 Indian Gaming Act. However, as I am sure you are aware, the 
Inspector General of the National Indian Gaming Commission recently reported that the 
1988 Act is not being enforced. 

Consequently, there is every reason to believe that organized crime involvement in 
Indian casinos will continue until government regulation and oversight is put in place to 
insure the integrity of those individuals involved in Indian gaming, and until Indian 
reservations are subject to the same Banking Secrecy and Currency Transaction regulations 
and taxation that the rest of the casino industry in the rest of the United States are subject 
to. 


Sincerely 



Donald J. Trump 
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APPENDIX TO MEMORANDA DATED 2/24/931 

General comments in the Media regarding the lack of 
effective lav enforcement efforts to prevent organized 
crime infiltration of Indian gaming operations. 

Specific examples of organized crime infiltration into 
Indian gaming operations: media reports 


Exhibit 

A 

Los Angeles Times 

10/08/91 

Exhibit 

B 

loti Angeles Times 

10/07/91 

Exhibit 

C 

San Francisco Chronicle 

9/05/91 

Exhibit 

D 

Nev Jersey Lav Journal 

9/13/93 

Exhibit 

E 

U.S . News and World Report 

: 8/23/93 

Exhibit 

F 

Proprietary to the United 
International 

Press 

1/27/92 

Exhibit 

G 

Star Tribune 

7/04/93 
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Copyright 1991 The Times Mirror Company 

Los Angeles Times 


October 8, 1991, Tuesday, Home Edition 
SECTION: Part A; Page 1; Column 5; Metro Desk 
LENGTH: 3667 words 

HEADLINE: TRIBE HITS JACKPOT WITH ITS GAMBLING OPERATION; 

INDIANS: LED BY WELFARE MOTHER, CLAN MEMBERS TAKE BACK BUSINESS FROM OUTSIDERS 
AND TRANSFORM THEIR LIVES. 

SERIES: THE INDIAN'S GAMBLE: Tribal Economies Are Banking on a Bi 1 1 lon-Dol lar 
Gambling Industry. Third in a five-part series. Next: Amid confusion among 
regulators, tribes embrace slot-type gambling machines. 

BYLINE: By PAUL LIEBERMAN , TIMES STAFF WRITER 

DATELINE: SYCUAN RESERVATION, Calif. 

BODY: 

Anna Sandoval remembers the low point as the day she trudged 10 miles to El 

Cajon, a Mission Indian on welfare looking for milk for her five children. 

Passing the wooden shacks with outhouses cn the rocky hillsides of her 
reservation, she prayed for deliverance of her people. 

”1 said, 'God, what can you do to help us?' " she recalled. 

Two decades later, when the bingo came, the first thing she did was build a 

new church. 

Then came the houses. Sprouting on the hillsides were 29 Span l sh-sty le home 
rivaling those of any suburban subdivision. 

Built nearby were a health clinic and firehouse designed to save lives of 
Indians and non-Indians alike throughout the Dehesa Valley in eastern San Dieg 
County . 

And last November, Sandoval -- by then a fixture as tribal chairman -- 
dedicated a new 68,000-square-foot Sycuan Gaming Center, a sparkling complex 
reminiscent of the Vegas Strip with a 1,500-seat bingo parlor, 520-seat 
off-track betting "theater 41 and sunken 35-table poker area overlooked by a 
restaurant, bar and gift shop. 

Sycuan -- a square mile of wasteland where the government dumped a few Indi; 
families a century ago -- had become one of the great success stories of Indiar 
gambling, up there with the San Manuel band in San Bernardino, the Seminoles u 
Florida and the Shakopee Sioux in Minnesota. 

There is a grim underside, to be sure, to the industry that in one decade h 
come to dominate Indian economies: reservations left with empty bingo halls, 
victimized by Mafia infiltration, devastated by internal battles. For the 
majority, the alluring promise of gambling has not been realized. It's been a 
marginal moneymaker, an occasional source of jobs and trickle of profits. 
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But soae have prospered. In California, for example, ganbling has brought 
clear econoaic gains to a half dozen of the state's 96 Indian communities. 

Reservations once derided as blights on the surrounding area now hire their 
non-Indian neighbors. Tribes that once looked for charity hand it out. Familie 
that lacked indoor plumbing have satellite dishes in their back yards. 

Even more significant, perhaps, are the changed lives: Philip Knight freed 
from picking sugar beets to become full-time chief executive of the Rumsey 
Rancheria; the children at San Manuel rejoicing at receiving bonuses for good 
grades from kindergarten through college; and John Welmas, once sinking into 
cocaine addiction, now sober and running a $400 , 000-a-year business feeding 
gamblers at the Cabazon Reservation. 

"If it wasn't for the bingo," he said, "I probably wouldn't be around today 

Why have some reservations made it while others have become casualties? 

A prime location never hurts — proximity to a Minneapolis or San Diego. Go 
management is a must. But equally essential is political stability, particular 
leadership able to maneuver around the trapdoors that doom many tribes. 

This was difficult to find in California, where Indians were scattered on 
small plots. Few groups had the traditions of strong government seen among the 
great Indian nations elsewhere. 


While the Oklahoma Creeks had a two-house legislature and volumes of tribal 
law, politics here was of the extended family variety. One clan battled anothe 
for control of sewer hookups, housing funds — or bingo profits. Unscrupulous 
promoters could play one faction against another, offering gifts, jobs or cash 

"It's much like if you feed fish," said David W. Peri, a Bodega Mi-Wok who 
teaches anthropology at Cal State Sonoma. "If you have a small area and throw 
a crumb, thr crumb disappears quickly. And what you have is people after each 
other in the hope that the crumb is still there." 

"Infighting, power and greed," was the way Anna Sandoval put it. "You put 
them all together and they'll destroy you." 

They never destroyed her. But after she wound up in the grandest heme in 
Indian country, a Cadillac in the driveway, they did put a bittersweet ending 
what should have been her moment of triumph. 

Sycuan (pronounced SICK -- wan), needed crumbs -- anything -- when she was 
elected chairman in 1972. A short, stout woman with an air of confidence, she 
became the undisputed leader, the object of "a mother complex or whatever," sa 
Jim Trant, the non-Indian development expert she brought in as a consultant in 
1983. 


Even then, the reservation 
said. The average adult had a 
structures were a century-old 
Kumeyaay Mission Indians, and 


remained "largely neglected," a government 
sixth-grade education. The only ccnmunal 
Catholic church, reflecting their heritage 
a cinder-block meeting hall. 


surve- 

as 
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The bingo hall would dwarf those. It was proposed in 1983 by Pan American 
International, a company that ran one of the pioneering Seminole halls in 
Florida and was looking to branch out to reservations coast to coast. 


When tribe members worried about the influx of strangers, Sandoval suggests 
a construction site in a corner of the reservation -- which happened to fall 9 
on her property and that of another member. "I said, ' We can put it on my land 
” she recalled. 


She'd get a larger share of the hassle — traffic right by her home -- but 
also of the rental, which was based on profits. If the place prospered, so wou 
she. "They got mad about it later,” she said of her fellow Indians. 

At the time, however, who knew what would become of bingo? Worried it could 
disappear any day, Sandoval rolled tortillas in her kitchen and sold them to t 
players. 

Indeed, it was no overnight success. 

Within a year, the hall was raided by San Diego County sheriff's deputies, 
who said an upstairs lounge featured illegal casino games. Court decisions had 
affirmed Indians' right to offer high-stakes versions of any gambling legal in 
state — then basically bingo and poker in California. At Sycuan, though, a ga-. 
dubbed "bingo-jack" was being played at what were "obviously blackjack tables, 
then-Sheriff John Duffy declared. 

As late as 1987, testifying before the U.S. Senate Select Committee on Indi 
Affairs, Duffy distributed photos of "dilapidated conditions" at Sycuan to 
illustrate the failure of Indian gambling. "Reservations themselves . . . ha* 
not profited," he said. 

Sandoval was hearing similar criticism from her people. 

Tribe members received only small payments, $300 in the summer and at 
Christmas. "They promised us a lot of things, and I haven't seen nothing yet," 
one elder griped. 

The problem, Trant said, was that while the tribe was supposed to get 551 o 
the net. Pan Am reported little profit. 

There was grumbling from another direction as well. An Indian activist from 
Arizona, Dinah Eagle, rallied six elders to write their congressman asking to 
have "our reservation restored to our old ways." They accused Sandoval of bein 
part of "a money oriented clique" ruining the place. 

Elsewhere, such factionalism was paralyzing. Here, Sandoval obtained a cour* 
order barring Eagle from the reservation. "She was just stirring them up," the 
chairwoman recalled. 


"Anna? If she likes you she's a great person. If she doesn't like you, stay 
out of her way," said Kenny Meza, then chairman of the nearby Jamul Reservatios 

By the end of 1987, Sycuan made its big move: Declaring Pan Am in violation 
of a tribal licensing ordinance, the Tribal Council ordered the company off the 
reservation. 
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While the action was fought in court, Sycuan eventually prevailing, tribe 
neBbers ran the bingo thanaelve* — profitably. w The next month . . . we had 
about $300,000 to distribute, " Trent said. 

In 1989, Sycuan was among the first reservations to take advantage of the 
national Indian Gaming Regulatory Act by negotiating a "compact** with the stat 
to add off-track betting to its mix of games. 

To direct the expansion, Sycuan didn't pick the promoters regularly making 
pitches to Indians. Trent found an Arizona-based partnership, First Astri Corp 
whose background was in real estate and entertainment. 

Whereas some tribes allowed outside managers to hand them prof it-and-loss 
statements, Sandoval insisted the Indians count the chips themselves. 

"When they come in and say 'We want to help you, do this for you,' that's 
bull," she said. "They're here for money, not because they want to help the 
Indians. " 

This year, with $30 million in betting on horse races alone, the tribe 
expects to clear $4 million. But that estimate is conservative -- the Indians 
received a check for $600,000 one month recently. 

The Sycuan Gaming Center bears little resemblance to unadorned aluminum or 
cinder-block bingo halls elsewhere. It has a Southwest look, sand-colored with 
peach accents, and an entryway with skylights and mirrored ceiling. You drive 
and a valet parks your car. 

People start coming at 9:30 a.m. for "Wake Up Action Bingo." There's 
"matinee" bingo also, then conventional evening sessions. 

While women are the mainstay of bingo, men are drawn by the plush poker 
parlor and off-track betting. Showing races on a 20-foot screen, the casino dr 
$150,000 in bets for the Kentucky Derby alone, the tribe keeping 2.3% of the 
handle. 

With 600 workers, Sycuan is one of the largest employers in east San Diego 
County. And with nearly l million visitors expected this year, marketing 
director Pritz Opel, a former Disney executive, has a motto: "Why go to Vegas 
when you can come out to Sycuan?" 

For years, the Indians were the objects of complaints about run-down 
conditions, drunkenness and the like. 

Their problems with the surrounding community are very different when they 
run the most successful business around. 

Now neighbors complain about traffic and overdevelopment, some look cynical 
at Indian gambling as "people trying to get away with something, rather than 
accord them the dignity they deserve as governments trying to do good for thei. 
people," said Jerry Levine, attorney for the San Manuel Reservation in San 
Bernardino County. 

That's why the Sycuan Fire Department was so important. With an ambulance, 
two firetrucks and 13 employees, it began answering calls throughout the 
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Oeheta Valle/, where residents previously night wait 30 minutes for an anbulan 
fron El Cajon. 

N Had the tribe offered this in any formal manner to the community, it 
probably would not have been accepted, just because of jealousy, resistance, " 
Trant said. 


The tribe also sponsors a Little League team (the Sycuan Bandits) and bough 
conputers for a nearby elenentary school. 

Other bands similarly have learned the art of public relations. The Seminol • 
have made campaign contributions to Florida state legislators and given bingo 
proceeds to Jerry Lewis' muscular dystrophy telethon. The Shakopee Sioux gave 
$78,000 to blacktop a road in nearby Prior Lake, Minn. 

But the Shakopee chairman, Leonard Prescott, is one of many tribal official 
under pressure to use gambling revenues -- first and foremost -- to take care 
public relations at home. 

Prescott faces tumultuous reservation politics. After disputes with a rival I 
faction escalated into fighting at one meeting, he hired 20 off-duty policemen j 
to keep peace. j 

So while the Shakopees have put in new sewers and homes, Prescott uses 651 I 
the gambling profits to keep constituents happy. Some families receive $80,000 | 

year. . i 

i 

Most Indian leaders agree that such "per cap" payments are not ideal use of I 
the money because the community may be left with few permanent improvements. j 

"Politically, it's a real temptation," said Jana McXeag, an Oklahoma Cherok j 
recently appointed to the Indian Gaming Commission. "But it's short-term." 

At Sycuan, Sandoval felt secure enough -to take the long-term view. ■ 

, ! 

« 

Only 30% of the tribe's revenue is "per capped," adults in the 96-member \ 
tribe getting $6,000 a year. Another 25% goes into trust funds and insurance - ; 
full health and $250,000 life policies for everyone. The rest is used for | 

reservation projects. 

The houses were a startling contrast to the boxlike government homes seen o • 
most reservations, "We wanted something better," said tribal vice Chairman Han ! 
Murphy, who got a 2,600-square-foot home with a "million-dollar view." j 

Nov Sycuan is one of the few tribes — "the real smart ones," noted gamblin 
expert I. Nelson Rose — using gambling to rise above it. It's looking to inve 
profits in businesses that, unlike gambling, won't be subject to whins of cour 
or state legislatures, and that won't attract the shady outsiders drawn to 
casinos. 

On the drawing board is an all-suite hotel to capitalize not only on 
gamblers, but golfers using Singing Hills Country Club up the road. Also plann* 
is a $7-million senior citizens housing project, whose 283 units will be rente< 
mostly to non-Indians, Trant said. 



200 


PACE 

1991 Los Angelas Tines, October 8, 1991 

There's talk as well of a vineyard to produce wine — with the Sycuan label 
of course. 

Zn Florida, the Seainoles already have invested in land, an orchard and a 
hotel. 

In Indio, the tiny Cabazon band is partner in a $150-nillion plant to produ 
power fron agricultural waste and has plans for a 1,300-hone real estate tract 

Cabazon, which had to survive organized crine infiltration in the early 198 
and still suffers froa fierce internal feuds, has not made Sycuan' s gaabling 
profits and only aonths ago paved its first road. But the new projects, joint 
ventures with outside investors, would be inpossible if the tribe had not 
aanaged to keep its bingo and card roon going, according to Nark Nichols, 
Cabazon's non-Indian chief executive officer. 

N We had to be established as a fighting entity,* 1 Nichols said. "Without 
gambling revenue, (the Indians) would not be dealing fron a position of 
respect. " 

Cabazon has big plans for its gambling facilities, too. It hopes to expand 
55,000 square feet, one of several tribes looking to challenge the 
king-of-the-hill status held by the Sycuan facility unveiled last November. 

"Sycuan is the model," said the manager of another nearby Indian gambling 
hall. Agreed George Forman, a former government attorney who works with many 
tribes: "It's what Indian gaming should be." 

But just two weeks aftsr the grand opening, events took a turn for Sycuan' s 
matriarch. 

Last Dec, 10, Sandoval '8 reign as chairman ended in a shocking election 
upset. Dan Tucker, then vice-chairman, beat her by three votes. 

Tucker declared his win a mandate for "more working together." 

"Anna," he noted, "did a lot of stuff on her own." 

Ne is of a new, more assimilated generation. Just 39, he rose from box boy 
become manager of a Ralphs supermarket. Whereas Sandoval likes to travel to 
traditional Indian pow-wows, his hobbies are playing golf and attending footba 
games. 

While Tucker pledged to turn the old church into a museum to "our heritage, 
no one mistook him for anything other than a modern-day managerial sort. 

Another of his projects? He'd like the Sycuan Band of Mission Indians to 
sponsor a golf tournament at Singing Hills Country Club. 

Anna Sandoval knew she'd alienated some tribe members by running things "wi 
an iron hand." But she couldn't hide the hurt. 

"I don't know if they appreciated what I did," she said. "No one has ever 
come to me and said 'Thank you, Anna.' " 
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She retreated to her new hone. Dubbed the "house on the hill," it was the 
talk of reservations hundreds of niles away, with its inposing, tower-like frc 
— a kiva, actually, a round roon for meditation or prayer. 

She hardly left office enpty-handed: The rent for use of her land and pensi 
fron her chairman's job total well over $100,000 a year, according to tribal 
officials. Outside the land-rich Ague Calient# in Palm Springs, she may be the 
wealthiest Indian in California. 


But the onetine welfare nother wondered whether it all was worth it. 

While her new nicrowave worked fine, she sometimes found herself thinking, 
"Boy, it would be nice to have a wood stove." 

She thought back to the old days, when Sycuan survived on fried bread and 
acorn mush. While it was hard to be an Indian then, you felt free on the "res. 
There wasn't all this materialism. All this commotion. 

She wasn't about to give up the money, of course, nor the house, nor the 
Cadillac. But a thought came to her: "You have to give up something to get 
something. " 

Indian Gambling in California 

Two dozen of California's 96 reservations and tiny rancherias have 
experimented with gambling, producing several showplaces of industry — and sc 
of its worst scandals, including two unsolved murders. 

1) BARONA RANCHERIA, San Diego (County): Bingo manager Stewart Siegel was 
caught fixing games in 1986, then admitted being a front for organized crime. 
The current management firm is headed by Emmett F. Munley, who twice failed tc 
get a license from the Nevada Gaming Control Board. 

2) BISHOP RANCHERIA, Inyo: Bingo is played twice a week in a 125-seat hall. 
"It's just nip and tuck," a tribal official said. 

i 

3) CABAZON RESERVATION, Riverside: A poker room was managed in 1980 by 
reputed organized crime figure Rocco Zangari. In May 1981, tribe vice presiden j 
Fred Alvarez began complaining that "money was being skimmed," according to th 1 
state attorney general's office. Soon after, Alvarez and two friends were shot ; 
dead — a crime never solved. Fired by the tribe that November, Zangari accuse 
Cabazon's non-Indian administrator, John Nichols, of obtaining "fictitious 
salaries" from gambling. In 1985, Nichols was sentenced to four years in priso 
for trying to hire an undercover policeman to serve as a hit man in an unrelat 
incident. Cabazon now offers card, bingo, off-track batting and "pull-tab 
machines." Tribal officials insist Alvarez' murder was unrelated to gambling. 

4) CHICKEN RANCH, Tuolumne: In 1984, Mi-Wok activist Karl Mathiesen 

re-established a tiny rancheria so an outside firm could open a bingo hall. 
While he soon had a gold-grille Cadillac, he complained that the Indians were 
not given fair profits. On Nov. 15, 1987, an arson fire swept through the shac 
where he lived, incinerating him. There were no arrests, or proof the crime wa j 
tied to gambling. But "someone wanted him very, very dead," said Deputy Atty. j 
Gen. Rudolf Corona Jr. ; 
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5) COLUSA RANCHERIA, Colusa: A 1, 200-seat bingo hall has funded constructior 
of four hones. The tribe runs the business itself, rather than rely on 
outsiders, because M ve know the way the world is, 1 * an official said. 

6) PORT YUMA RESERVATION, Imperial: "Snowbird" tourists who fill area trail* 
parks in winter generate $500,000 in yearly bingo profits for 2,200 Quechan 
Indians, 

7) HOOPA VALLEY RESERVATION, Hunboldt: A 600-seat bingo hall has "never 
turned a profit," a tribal official said. 

8) JACKSON RANCHERIA, Amador: Reputed Florida crime figure James L. Williams 
managed bingo in 1985 after contracting to pay $300,000 to a local man who 
financed the hall. "I was very dunb," the businessman said, complaining in 
Amador Superior Court that Williams paid him nothing, skimmed profits, then 
left. The hall reopened this summer. 

9) LONE PINE RANCHERIA, Inyo: Elders play bingo once a month. The "crowd?" 
About 25 elders. 

10) MORONGO RESERVATION, Riverside: The tribe in 1984 sued an outsider for 
running unauthorized bingo on one member's land. Testimony disclosed that two 
reputed crime figures — Zangari and Tommy Marson — sometimes hung out at his 
hall. The tribe now offers bingo, off-track betting and gambling machines. In 
1989, a local grandmother won $500,000 here playing MegaBingo, a televised game 
beamed to reservations. 

11) PIT RIVER TRIBE, Shasta: Weekly bingo with $30 prizes in a 74 -seat room. 
"It's just for fun," a tribe member noted. 

12) RESIGHINI RANCHERIA, Del Norte: A failed bingo hall is used as a 
lunchroom by elders. 

13) RINCON RESERVATION, San Diego: FBI wiretaps detailed the Chicago mob's 
plot to take over the bingo hall, now closed. 

14) ROBINSON RANCHERIA, Lake: On-and-off bingo has prompted lawsuits among 
investors and the tribe. The FBI seized slot-type gambling machines in February 

15) RUMSEY RANCHERIA, Yolo: Bingo liberated the Indians here from grueling 
farm labor. But a former tribal secretary is awaiting trial on tax charges for 
allegedly fleeing to Nevada with a Rolls Royce and $400,000 in proceeds. 

16) SAN MANUEL RESERVATION, San Bernardino: A 15-family tribe went to court 
to oust its first management firm, then established the most profitable bingo 
hall in the nation, seating 2,600 players. Tribe members have new homes and a 
scholarship fund rewards children for good grades from kindergarten through 
college. 

17) SANTA ROSA RANCHERIA, Kings: Bingo has financed a recreation center, pa) 
tribal bills and provides small "per cap" payments to 400 tribe members: adult* 
get $27 and kids $18 per month. 

18) SANTA YNEZ RESERVATION, Santa Barbara: Even the backing of singer Wayne 
Newton could not overcome a remote location. A 1,800-seat bingo hall now is 
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closed. 

19) SOBOBA RESERVATION, Riverside: Bingo is closed — for the fifth time. 0 
management firm was found to have embezzled $252,000. Another included a 
fugitive from the French Connection heroin case. "I think a lot of the tribes 
rely too much on bingo, 41 Chairman Robert Salgado said. 

20) SYCUAN RESERVATION, San Diego: "Sycuan is the model,” a rival says 
matter-of-factly. The shovplace of Indian gambling. 

21) TABLE MOUNTAIN, Fresno: A tribal chairman was recalled "because we 
couldn't get (bingo) money ... to divide," the leader's brother noted. Now 
adult tribe members get $200 monthly from televised MegaBingo games. 

22) TRINIDAD, Humbolt: A 600-seat bingo hall financed a new roof for the 
tribal building. 

23) TWENTY-NINE PALMS RESERVATION, San Bernardino: Wiretaps in 1987 overhea 
mobster Chris Petti discussing a possible hotel-casino here, but the deal neve 
materialized. The tribe now has a request for a gambling "compact” pending 
before the state. 

24) VIEJAS RANCHERIA, San Diego: A casino will open soon. "They were hoping 
for something better than (gambling)," a tribal adviser said, but "there were 
not business opportunities other than that." 

GRAPHIC: Photo, Anna Sandoval in her hillside home built from gambling profits 
; Photo, Entrance of Sycuan reservation's gambling hall rivals Las Vegas. ; 
Photo, Gamble Pays Off: An Indian tribe in eastern San Diego County hit the 
jackpot with its gambling operation. Led by Anna Sandoval, above in front of h 
adobe home, the Indians took back the business from outsiders and transformed 
their lives. Part three of a five-part series. BARBARA MARTIN / Los Angeles 
Times; Photo, Emmett Munley ; Photo, Karl Mathiesen ; Photo, James Williams ; 
Photo, Wayne Newton ; Photo, Robert Salgado ; Map, California, JUAN THOMASSIE 
Los Angeles Times 
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REAOLZMt! BON THE MAFIA TARGETED TRIBE'S OAMBLIKO BUSINESS t 

CBXMEt THE MOB DROPPED BID TO INFILTRATE GAMES NEAR SAN DIEGO, BUT WIRETAPS 

SUGGEST TIES TO OTHER RESERVATIONS. 


SERIES! THE INDIAN'S GAMBLE* Tribal Economies Aro Bonking on o Bill ion -Dollar 
Gambling Industry. Sooond in o five-pert sorlos. Next* Prospority comes to tbs 
rooky vostolond where the government a century ago dumped a handful of Indiana. 

BYLINE! By PAUL LXEBERXAN, TIMES STAFF WRITER 


BODY! 

Chris Patti got tho good novo throo daya bofora Christmas, 19S7i Hia move 
to toko ovar | ambling on tho Rinoon Raaorvation had boon approvod at tha vary 
top of tho Chicago Mafia. 

•They wanna go with that thing,* Mika caraooi told him. "Thay vanno gat a 
foothold down vharo you're at." 

Tha eall followed a familiar pattara. caraooi rang Patti 'a San Diago homa 
and gave him a number. Potti hurried oorooo the street, to o poy phono outside 
o 7 -Eleven, end dialed it. 

Moments liter. Caracal wee telling him from Chicago how the acting boea 
there, sea carllsl, had given the crucial OX. "He at id, '(Expletive) It, lat'a 
go, do it, do it.' " 

Petti, tho crime family 'a top contact in Southern California, had bean 
working toward thle aoment for a year. He bed nurtured a tribe member to graeaa 
tho wheel e on tho raaorvation. Ha bad found a front man vhoee nemo could bo tent 
to tha Suraau of Indian Affaire. And he had endured tha frustrations of dealing 
with the Indiana, their changing demands, family squabbles end the auspicious 
qua at ions of ona stubborn woman on tha Rinoon Tribal Council. 

But now that Chicago was on board, ha figured on maxing a fortune with bingo, 
earda and off-track betting on the remote reservation in Northern San Diego 
County. 

Only one thing could mass up the deal, Caraooi cautioned Mm. 

"The o.c. label," Petti replied. 

"You gotta really be careful," caracal said. 

FBI organised crime agente logged the call at Ii33 a. a. They had been 
eavesdropping on Petti for eix months. 
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A veteran of t ho cops-and-robbers game, ho thought bo vai sift doing business 
from 27 pay phonaa around tan Diego. ha hadn't oountad on a nav fadaral "roving 
viratap" lav that ampovarad aganta to monitor a aariaa of phonaa uaad by a 
suspect. 


Thouaanda of pagaa of viratap raporta vould document tha Chicago mob'* nova 
to infiltrata tha Rlnoom-maiervation, ahov collaboration vith mob familiaa 
acxoaa tha couatryjmn<Usuggsst--orginlBsd-crlaa tlsm__tojithsr raaarvationa an 



i ' 

To thla day, government officials and Indian laadara generally bsllttia tha 
thraat posed by organised orina to tha gambling that has baoom a tha fl-billion 
oantarpiaoa of tribal economies. Thay dismiss vaminga of mob intaraat aa 
paranoia or tha r am t Inga of paoplt trying t o infringe o n Indian profits. i 


tut thoaa officials probably navar haard of tha Rincon wiretaps — thara vaa 
no proaacution to bring than to light, Aftar tvo yaars of plotting, tha Chicago 
crime family loat intaraat in tha reservation. Tha FBI, in turn, shift ad its 
af forts to Patti'# lnvolvamsnt in a juicy money -laundering cast. 

i 


Loat in tha shuffle vara viretepe that are a primar in how tha Tob can gat a 
foot in tha door of gambling halls, and hov it counts on akimmlng and lam 
oversight to cheat! tribes out of revenue sorely naadad by soma of tha poorest 
people in America, i ; 


As Chris Petti i put it to his main Indian contact i "let's grab soma son ay, 

P.I.- ; | 

I i 

The promise of gambling had bean hard to resist for Indiana throughout 
California, 


Thay had no vast ancestral lands vith natural raaourcaa such as timber or 
minerals. Displaced by Spanish missions, ainara and othar white settlers thay 
wound up on 9ft small raaarvationa or postaga-staap " rancher ia a" in tha desert or 
mountains. "Pusbedi into tha rocks," an anthropologist tarmed it. 

t 

Rincon vaa one of tha more aoanio, aat in a valley surrounded by 
brush-covered hills. Only a third of its 2,975 acres vaa flat;, hovevsr, and tha 
land could baraly support light farming, grating and orchards. 

By tha mld-lftioa, unemployment stood at 60% among tha 300 Uiiseno Indiana. To 
make ends meat, many ranted makeshift housing to migrant workers, setting down 
•hacks, garagaa and camper shells on tha dusty landscape, often without 
plumbing. 

i 

Tribal loaders didn't vasts time when court decisions gave than competitive 
advantages first in bingo, than othar games. Aftar inviting proposals by (outside 
investors, they picked Charles Schlegsl, an orange County businessman with a 
theatrical flair. \ 

Ha built a 23, oo o- square- foot, Spenish-etyle hall, distributed buttons 
promoting tha pleas end hired dosene of tribe members. Then he eat in a crow's 
neat watching tha festivities, smoking a cigar. 
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Cld-tiasrs such as Mm* Kassatti were thrilled to help tally tha handle whan 
the 7 «mi began in 1914. "X ram saber ona night we vara counting, $194,000: tha 
ona night! ■ tha 70-year-old Kassatti recalled. "It vaa raally something for 
Rincon! " 

Thara vaa ona problem. Tha triha saw no proflta. 

schlegel, who i« now dead, vaa supposed to abara any proflta — but ssld 
thara vara none. Though ha had taken in $10 Billion, it vaa impossible to: finish 
in tha blaok, ha said, vhila offaring tha jackpots naadad to coapata with: othar 
Indian bingo halls .opening around tha atata — ona at tha Barons Raaarvatlon, 
juat to tha south. ‘ 

Ha oloaad Rincon's ball in June, 1999. A second manager vaa hired, but: also 
reported no profits. Before ha left aa vail, ha added a nav attraction in lata 
1986, a card rooa vith 30 poker tables. 

That Dec amber, tha rooa vaa raidsd by s&n Diego County sheriff' a deputise, 
vho said it vaa offaring illegal Chinese variations of pokar. To tribe members, 
it teamed like another example of prejudice against them. "They're trying! to 
give tha Indiana a third time," tha pokar manager declared. 

j 

Chris Patti vaa a frequent visitor to tha pokar parlor, in fact, a friend 
who vent vith hia said ha "acted like ha vaa in charge," according an affidavit 
filed in federal court in San Diego by FBI agents seeking a wiretap. | 

j : 

The FBI had baaa interested in Petti, nov 64, for years. Originally from 
Illinois, ha had svtaffeoed in San Diego as bodyguard and chauffeur for that 
amiable alder statesman of California mobsters, Frank Boapanslaro. 

t [ 

Vhsn "Tha Soap" ‘was gunned dovn in 1977, Patti stepped in to fill him 
shoes. He soon had I his ovn live -in chauffeur. 

i 

A tria man vith i blow-dried gray hair, he vaa a neat dreaaer — matching hie 
tie and breast handkerchief — and a follower of routines. Be would have lunch 
on Hotel Circle north of downtown, then spend the afternoon at the Stardust 
Hotsl t Country Cltb, whose steam rooa served ee his unofficial of flee. 

Xvaluatlone of | Patti's stature in the Mafia ere a reminder that such 
Intelligence la ani imprecise art. One survey listed hia the 49th most effluent 
mobster in the country, but Petti lamented in wiretap* , "I'm in bad shape," 
and eoae downplayed him as s "hanger-on," a man of creek extraction (eivsn naas 
Chris Poulos) trying to impress tha traditionally Italian criaa families. 

He had convictions in Sin olego for bookmaking and for using s baseball bat 
in 1979 to assault: a man vho complained about a noisy party. Quoted ee saying he 
wanted to help the i man "get some sleep," Petti wee fined 91,000. 

The ohanoe to get a handle on Patti's aotivitiss fall into the FBI's lap in 
August, 19S6, whan s friend naaed Robert Benjamin, a oareer criminal facing a 
bank fraud charga, i agreed to work under cover for agents. 

Petti was daallng directly with the boys in Chicago, Benjamin reported* 

Their lnaediate Chore vss taking over accounts of recently murder ed Tony (The 
Ant) Spllctro, whoi collected a "street tax" from bookmakers throughout Nsvads 
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end Southern California. But Patti's raal passion vae "t be ftinoon Indian 
mesexvation," aocokdlng to tba affidavit* 


Tha Kay to it, *• njanin aaid, vaa Petti '■ eloaa relationship with tribe 
member alarm calaoi vhoae father vaa on tha nlnoon council. 


'1 


Tha aeourity chief at tha oard room, Calao vaa hard to mis*. A ahada over air 
feat tall, ha weighed oloee to 300 pounds and drove * nev white cadllleo. Calao, 
vbo had vhat federal proaacuto ra called an "extensive criminal record," 
including a felony {burglary oonviction, exerted influence through "muscle* and 
payoffs, Benjamin ^aid. 

Khan ha questioned Patti's lntareat in a venture that aeemingly loet money, 
Benjamin maid, he vaa told that, in gambling, all im not vbat it aoema* no maid 
ho overheard Patti aay that in the oard room, for inatanoe, calao already vaa 
"aval loving" profits, not reporting revenues to the tribal council. 


I't like Nevada, where the Gaming control Board audited your books 
and paid surprise visits to your counting room* You only had to show the Indiana 


a prof it -and- loco yoluan at tha and of tha month. Petti said* 

A lot of money listed as a loss really vaan't* Zt "sticks to your fingers, 
ha aaid* 


\ 


\ 


Thera is long precedent for denial when it 
America. 


comae to organlied crime in 


No leas than J. i Edgar Hoover refused to believe there vaa a Kef la until 1957, 
when its leaders were caught meeting in Upstate Nev York. In baa Vegas, never 
mind that Bugsy Siegel opened one of the Yirot casinos end investigations found 
mob links to 10 others* "Many Nevadans, " recalled former federal prose cu tor C. 
Stanley Hunterton, j kissed it off ee "a federal vandetta against their state." 


Warnings of "O.C." interest in Indian games similarly bava been met by 
•kaptloism* 


"In IS years of 
one clearly proven 


gaming activity on Indian reservations there has never bean 
came of organised criminal activity, • Ban* John KoCain 
(Jt-Arisona) said upon the USB introduction of' legislation to create a National 
Indian Gaming Ccmmimelon* 


The threat vee dismissed with comic flair last year at a Lea Vegas moating of 
tribal leaders end I Tony Hope — a lawyer end the eon of entertainer Bob Hope — 
who vae named by President Bush to heed the commission. 


When an Apache official complained that Arizona's attorney general saw the 
Kafla behind every i cactus, Hope offered a story to reassure the Indians that he 
understood the ludicrousneee of such a notion* 


"I hava this image in my ovn mind when they talk about Mafia infiltration* On 
tba outskirts of Lam Vegas, at six in the morning. A black Lincoln* six pmopls 
come out of a house in black suits, black bats with a bunch of guns, open the 
trunk of the Lincoln end speed out across the desert 300 miles to put the mueole 
on" — now the punch line — "30,000 heavily armed Indiana." 
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The crowd buret into laughter. 

j 

Chris Petti'* car vu a Lincoln. On March 21, 19*7, hi* driver eased it up 
to the seat terminal at San Diego's Lindbergh Field to meet two men free 
Chicago t Michael CJ Caraoci, 51, and Donald (The Visard of Odd*) Angel ini r 65, 
described by the PIX as overseer of the Chicago nob's gambling interest*. 

On the wav to m^noon, they net Calao at a bakery in Escondido. An agent 
overheard snippets of talki "Chips, everything all reedy. " "Mot an unreasonabla 
contract. " 

The aan returned the next month. Over dinner, Benjamin reported, the 
white-haired Angel ini announced that the operation was going to be run "our 
vey." j 

Traveling under (the name "Brooke," Angel ini was e detail man. Ha noted that 
the bingo ball was <41 miles from Hotel circle, that it naeded stucco and had 
oraoke in the parking lot. Ha weighed the proa end cons like a olasaic middle 
manager, which he yea, as a mob "capo," just balov tbs vary top laaderehip. 

Caraoci, Angel lei's brother-in-lav, was a step lower on the totem pole, 
assigned to "reassert the influence of the Chicago syndicate on the Meet Coeat," 
federal authorities said. 

Three months later, Angelin! flew back to California. Agents reported e 
meeting in Loe Ang+les with the businessman Petti proposed ee e "front," Sam 
Kaplan, a faathar supplier who since bee died. 

Kaplan has been > around "people," Petti said, but bad a clean record, having 
evan paeead screening by the state attorney general's offloe when hie name wee 
submitted with e card room proposal for Imperial Beech. 

i 

Mow hie naae would go atop the prospeotua subaltted to xlnoon. 

Ten other group* vented to run the gambling there after departure of tha lest 
manager, including] a pair of former polios officers. But when Petti returned 
from the Loe Angelse meeting July 12, hie phone rang with an optimistic sassage. 

"Kverything is going forward," Calao told him. 

U.S. District judge Cordon Thompson Jr. had approved the "roving" wiretap 
three days aarliari. All told, agents would intercept 6,033 calls. 

i 

They reoordad petti end Calao discussing several reservation deals around 
California. One gambling promoter wee impressed with Petti, Calao said, and 
"won't make e move! without first going through you." Another time, Calao 
lamented that a veteran bingo manager — who ham worked throughout the state — 
preferred "to go through" two reputed Palm Springe-area organised crime figures. 

The Rincon plot] solidified in the fell of 19S7, when California approved 
off -track vtgerlngj on horse races. Under court rulings, reservation* could offer 
it too. By Mov. ill, in a oall to Chicago, Petti envisioned almost a full 
oaalno, with horse batting added to the cards end bingo. 
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Caracal i m Om, thit'i • big winner, don't you think?” 

i 

Pott is "You'll handle two or throo hundrod thousand a (expletive) day,” 

i 

caraooii ”2 just want to sale* aura va gat it, if anybody 'a gonna gat itf.” 

Thair proposal guaranteed ths Indians 130,000 par month, plus 91% of aay 
profits — although' "they '11 nova r saa" that part, calao notad in a oall to 
Patti. Tha triba would have to agraa, ha said, baoauaa ”aonay talks.” 

s 

But Patti and Calao underestimated tha diffloulty of gatting anything 
through Rlnoon'e flsroa dan politics. Chicago soon vas a eking i why ara t hos a 
"(expletive) morons* taking so long? | 

As Calao explained it, his fallow Indians always argue. ”go around in ! 
oirolaa.” Ra said hja finally told thsmt "We're going to sit down and you'ra 
aithar gonna (expletive) do it, or X'm walking away. You guys aren't gonna hava 
(expletive} and we're gonna go to tha Pals Springs Indians.” 


. 


Ha was particularly frustrated Deo. 9 , whan tha Tribal Council hold a hearing 
on gambling proposals. a San Diego attorney delivered a 11,000 foe to accompany 
tha application bearing Kaplan's name. 


That night, Calao phoned Patti to report they ” almost had it.” But aivoean 

asking about Glam Calao' s tie to tha project. She alto 


on tha council 
ranted on about Ka; 


.an not being there in person. 


■How do ws know [this sen really exists?” she asked. "He could be some herns 
you took off s tombstone.” 

Petti vents to knowi Who's asking ell the trouble? 

Zt vas Olsnn's cousin, Ruth Calao. she was very suspicious. 

i 

Ruth wee not morally opposed to gambling, but was appallad by ths promoters 
who approached the (tribe. One offered a stereo system ss s "gratuity.” Another 
promised "under the table* payments. A third asked if he oould set up privets 
rooms for "hostesses.” j 

She heard etorijs from othar California reservations as well, including how 
tribal laadars at two of them had been murdered after complaining that Indiana 
weren't getting a fair share of gambling profits. And down at Barone, a bingo 
manager named Stewart Siegel bad just been eeught rigging games, planting) 
■shill e” in tbs audience to play prearranged winning numbers. 


So when Glenn 


exjrf 


Ruth began "raising hallelujah. * 


seed in Rinoon's card room — she'd known him for 


ye^re 


But he had rollovers, particularly among three elans of Cal toe. j 

•Ha's just Olenh ... ha wheels end deele,” shrugged another cousin, Doug 
Calao. "He talks smart. • • • He's collected from insurance companies fori people 


who have got hurt |n auto accidents. 


i 
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Doug and othara liatanad whan Glann told tboa *1 hlV. pooplt 1 With rWOUTCM 
to uJu tho gambling work, with Ruth aobadulad to com up for raalaction, many 
Calaoe joined the campaign to defeat her. 

petti coea ie era ted with OXenn. other Indiana ahould appreciate hi*, Petti 
said. Wasn't he bringing the beet bid? And he never too* money fro* the tribe — 
he only took fro* the • other side." 

* Deo. 17 t in Chicago, Caraooi ie nervous. Be and Angel ini are going to see 
■Wings 11 carlisi, , the acting crime boss there, for the "final say." 

He's not sure how to advise Carlisi on off-track betting. What if they're 
raided? 

Pettis "If they pineh you, you put a restraining order against 'as." 

Caraooi agrees. They could hire acme hotshot lawyer to raise civil 
rights claims on behalf of the Indians. Someone like Alan Dershowits fro* 
Harvard. Of ooursa, "these lawyers fees, they kill you." 

* Dee. 20i In the movies, such meetings take piece et round tables over bovle 
of pasta. In raal Ufa, it was breakfast at McDonald's. 

At ts)0 e.m. , agents fro* the Chicago office of the FBI watched Angelini end 
Caraooi arrive at the fast food restaurant on Laks street in Addison, 111. 

soon after oeme the ohauffeurad oer of Sea Carlisi. 

they set for an hour, then left. 

* Deo. 22s Si)2 a.*. Caraooi call* petti and sake if ha needs to talk. It's 
their signal. Petti makes hie way to the 7-tleven and calls a Chicago pay 
phone, at a oar auction business. Caraooi fills him ini 

The boss hadn't even looked et the contract. "Do it,” ha said. Just lika 
that, approved a 1500,000 investment. Now they have to find ways to get the skim 
back to Chicago, "filter the money." Carseci can't emphasise enough the need for 
precaution. 

■You gotta be in the background, oauee you know they're gonna hook you right 
up back through here. . . . then that's gonna be the (expletive) end of it." 

Pettit "X don't discuss nothing with nobody." 

* Jan. 16, I9tti Caraooi says Angelini bee eeleoted e Florida man to run the 
hall. 

"This guy la supposed to be e helluva (expletive) promoter . . • and he's 
with the (bleeping) Indiana slrssdy, he's got his name down there eh, the Bureau 
(BXA) , in Wisconsin, he's got one of these joints." 

They'll have to consult the Mew York mob, however, because the guy is "with 
Hew York." 
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pin so 


* Jan. it; Patti notes that any contract with the tribe will have to go 
through the BZA. 

Caraeoi: "That's just a stamp, isn't it?* 

Several years ago, amid tha rapid growth in Indian gambling, BXA officials 
asked the nl to eonduot background checks on proposed financiers and managers. 


I "There is sms ss bs erme-mviaenoe (contracts) don't name the real investors, " 

■ said Tom Dowell, former superintendent of the BXA's southern California of floe* 

i 

Although the ch e oks occasionally found a felony oonviotlon — the one ground 
. to disguallfy an inventor — they did not leave Dowell with euofa oonf ldenoe. 

1 "You'd have to have a hell of a background to get noticed,* he said. "The guy 
1 who stops you on the highway doee e better check.* 

■They came oloee," tribal aider Kassetti said later of Petti araThls — 

friends, "tft wsrs lucky." 

Indeed, neve from the "res" seemed upbeat for the Chicago crowd. "The 
elections earns out pretty good," Calso gleefully told Petti one night. 

Petti i "The elections?" 

Calaoi "Ruth lost, hsr big fet ess is out. io you guys ere gonna gat it." 

Later, he confirmed its "Everything's a go," the tribe had voted. 

Then the folks st Jtlnoon started squabbling again. Someone wondered if they 
could get a batter deal by splitting the gambling in two. Mayba get 1)9,000 a 
month for the cards slons, sxtre for bingo. 

Psttl blow up when Calao told him. Hs wasn't going back to Chicago and make 
a fool of himsslf. 

* March 3 1 Angsilnl is having second thoughts. "He's hemming and having," 
Caraool tells Pstti. 


It's not merely the unpredictable Indians. He's vary of the Florida bingo 
manager, who's an egomaniac and spread thin already. And ha doesn't llks tha 

C rformanos of another "joint" they have, e non-Indian bingo hall outside 
ltimore. 


with Rincon, he has tha middle manager's worry — that he'll look bad to his 
bosses, "hs don't want to go to those people and get that kind of money," 
ceraecl explains, "and than come up short." 

* Kerch 17t The Chicago boys are backing out. Angel ini simply isn't 
comfortable Investing the organisation's cash at Hincon. 

"Xt'a a abase, ” Caraccl consoles Petti. *• . . You got the (expletive) door 
open." 


212 


1991 Los Angolei TIms, October 7, 1991 


PASS 31 


Of course, if Petti can put together a deal with other investors, Chicago 
will taka a piece of tha profits. 

i 

Patti isn't fdied. It ao happens, ha know a guy who sight ba intaraatad. 

Benjamin had been tailing him about a Maw Jaraay man who laundarad fundi for 
Colombian drug lords. 

It was a covar story to introduoa an undaroovar FBI agant. Patti had navsr 
takan tha bait before. Nov ba did. 

on April a , ha sat "Pats Carmaaai* — actually Agant Fatar Ahaam — and thay 
drova to Rincon for a tour. Olann Calao said ha would naad $15,000 to "look in” 
tha council, tha agant raportad la tar. 

Thia time, thay [would put Calao'a nasa atop tha proapaotua. If anyona 
vondarad how ha got money to opan a gambling hall, ha could aay it vaa 
inharltanoa from a ! B Coualn Rad Cloud.” 


But it waa a dorsad plan. Tha triba'a attomay raalndad Calao hia nasa 
couldn't ba uaad baoauaa of hia criminal racord. Tha FBI's intaraat waa soon 
datourad. 

Tha focus ah if tad tha sossnt Patti told ”Pete,” tha undaroovar agant, that 
ha knew a pros inant San Diago businessman who could help gat sonay out of tha 
country, it vaa no lisas than Richard T. Silberman, onetime chief of staff to 

Oov. Edmund 0. Brown Jr. 

* wi1 ■ 

! In February, 19 19, tha Senate Sal act Committee on Indian Affairs 
'hearings on tha "rgderel Govern sent 'a Relationship With American Indiana.” 

! During a brief portion on gambling, three witnesses gave varying appraisals of 
tha threat of organised crime. 

I 

FBI Deputy Assistant Director Anthony 2. Daniels said thare vaa sob 
. involvement at tha istart of Indian bingo in Florida, but didn't aaa it as a 
"major problem” at I tha sosent. Of course, penetrating "fronted businesses” vas 
difficult, and ”greater infiltration” vaa likely if tribes opened full oaeinoe. 

California Deputy Atty. Gan. Robert Morehouse said sob figures had baan 
•potted on at least two reservations in his state i In 1910, Pals 8prlnga*baeed 
. Rocoo ranger! opened a card room at tha Cab a ion Reservation. In 1985. Jamas L. 
Mill lama of Florida took over bingo on tha remote Jaokaon Rancherla in Amador 
County. j 

i 

Than came a third, mystery witness. He said tha officials undarastisatad 
organised crime. ' 



Zdantiflad only as "Marty,” ha testified behind a screen, hia voice 
^distorted. 


"Marty” said ha shad run an Indian bingo hall as a uob front. Ha had cheated a 
tribe out of $$00,000 a year, ha said, but kept paaea by paying tha chief $1,000 
a weak as a "consultant.” 
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PAOB 12 


Ha ol timed knowledge of 12 Indian hallo around tho country infiltrated 
families. They ski deed money "through the purchase of supplies# which warp 

MNI p 


by mob 

» vert 

nonexistent and ovdxprleed# • by padding payrolls and through fixed 91 
weighting some balls in the bingo mixer# tor instance# while lightening others 

ftu 



olelms were brushed off by Indian leadars 


# a guy with a bag over his head tarnishing them all v 


I 



✓ Indaed# thare via mtraly his word for all this at tha time. Only much latsr 
would an asaoolate lot Hew fork mob ohief John Gotti be arreated for shipping 
slot maahinaa to the fit. Regis XohawX Reservation, only later would the ftlaoon 
wiretaps be filed sway in a San Olego oourtoouse. 


80 few bellevedf"Xarty* or Jiis explanation of why ha was talking! *1 
religion." 


9Rt 


But that wasn't [the whole story. After he'd been caught stealing# he cue 


down with cancer 




»Kerty» wee fl 
south of Rincon. 



after his testimony# ha died. 


6 legal, former manager of Barone Indian Bingo# 45 minutes 


Two months after tha Senate hearing# Chris Petti was under arrest, fio was 
Richard ellberman. It was a splashy money-laundering case# with Petti 
eventually sentenced to SO months in prison# the former polltloian to 4 f jmonths. 

The indictment 4ade no mention of Rincon, that plot had never been carried to 
conclusion# after dll. 


A month after their arrests# the bingo hall reopened. 

The Rincon council finally awarded the contract to a group of businessmen 
from Los Angelas and Phoenix. Talcing no c hanoea this time# the tribe's chairman 
insisted on a security deposit of aortmt "$ 120# 000 up front# held by um.p 


It was a good move, tha new managers quickly began fighting among 
whan they couldn't [open the hall tha fourth day. tha trine padlocked 
— and kept tha $l| 0 # 000 . fix years after the bingo began# it's the < 


Rincon has gotten from gambling 


themselves. 

the doors 
only (money 


The red# white knd blue Rincon Indian Bingo sign still stands along 


ciunty 


Route f# the space to list the dally jackpot vacant. Grass grows through jths 


parking lot. Cows 


ilonally wander onto tha road. 


For tha Indians [ it's little consolation that gambling halla ait vacant on 
other California reservations. They are aware# aa well# of how a few have 
flourished. Wot far away, fyouan has new housing# an ambulance service and more. 

Alternative development proposals are not attractive. Three San Diego 
tribes have weighed offers to put dumps on their lantf. 

So Rincon is considering new gambling proposals. "Can you believe it? 4 asked 
Ruth Calao. j 
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But you can. On In quiet ifumoon, waiting *or a rain cloud to roll over xt. 
Pal osar, it's hard ito imagine that a Mafia family 2,000 miles away avar vaa 
interested in this inaglaotad turf. Many on tha "res" still don't think it< 
happened, including Ruth's own mother. j 

"That's just a liot of rumors and baloney, * aha said. | 

"I have a friend who's organised orime, aura, • Glenn Cal to said during I a 
brief encounter with a reporter, brushing aside all questions. "Chris Patti. 
He's a good friend.| He's also very poor. X'a poor. Tha band's poor." 

Caleo has not bean seen around Rincon such lately, tribe official# eayi 


He's up at tha tdny Tventynlne Palms Reservation in San lamardino County, 
Barring as its business manager , in fact. 

I i 

Currently pending before Celifomle offlolals is e request from Tventynlne 
Pales for a tribal-state "compact" under terms of ths new Indian G amin g 
Regulatory Act. Xt pould allow off-track betting on the reservation in the 
desert vest of Pal* Springs. 

Chicago Mob's Stole: The key Players 

Ths Chicago organised crime family acted much like any large bueinese 
organisation ae it moved to infiltrate gambling on the Rincon Reservations A 
proposal vaa packaged for a decision by the top boss, than carried out by |mld4 
managers. Here were the four key players, according to FIX viretapei 
* CHRIS PBTTXi He | was the crime family's oonteot in Southern celifomle. 
Looking to "grab same money," he proposed taking over the Indian gambling 
operation north of 0a n Diego using a "front man." 


"X guarantee 


y<*4 

lioag 


you'll handle two or three hundred thousand a (expletive) 


day," ba told Chicago higher-ups. Xt would be easy to skim profits, he said, 
because the Indians would have e minimal rolei "Ho counting of the money, fro 
nothing." j 

* KXCHASL C. CAMCCXi He was Patti's oonteot in Chicago, and was assigned 
by the family's bosses to reassert their influence on the Meet Coast. [ 
Enthusiastic about the ftlnoon venture, he told Petti, "X lust want to make 
sure vs get it, if Anybody's gonna get it. 2 wanna get it first." j 

Later, frustrated by the Indiana' squabbling and changing demands, he said, 
"It's a shame • . . i They got an opportunity here to finally get acme money) out 
of the (bingo hall) I . . • end they end up (expletive) around." Patti's 
response: "You need I to stay on ( v ese (expletive) Indiana e little more." 


response: "You need I to stay on * v ese (expletive) Indiana e little more." 

* SAM CARLXSX: He vaa acting mob boss in Chicago, and ha indorsed t ihei 

Rincon project. A burly, decisive man, he approved a $300,000 investment without 
even reviewing the y ambling contract tubs it ted to the Indians. j 


"He didn't even bet an eye that guy. you know," Caraeol later told Petti. 
"He said '(expletive) it let's go, do it, do it. . . . Don't even tell me about 
it. . . • What the ^expletive) do X know about a contract?' " i 


i 

i 
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Th* $900,000 1* 1*11101 piddling cant* to thaa* guy*, you know," Caraool notad. 

* DONALD ANOIZJjrxs A sob liautanant and th* crim* family'* gambling axport — 
and alao Caraool 'a I brothar- in-lav — ba vai aaaignad to ovaraa* th* vantur*. Bo 
vovad to Patti i Th* operation i* going to b* run •our way." 

La tor, hovavar, |ha had aaoond thought* about riaJting tha top bos***' Booty 
and pullad out. A* I Caraooi arplaiaad ltt "All tha** (axplativa) yaar* ha ha* 
alvay* uaad hi* ova BB (bankroll) and whan you us* your own BR, if you blow it, 
(it) doasn't naan Anything, you undarstandT You taka tha loaa. But ha don't want 
to go into tha** gtys and • . • blow (thair monay) . • . . Ha's afraid, ha 
doasn't know what tha (axplativs) thay'rs gonna do." 

OSAPfUCi Photo, Sign advarticao garbling at Rinoon Raaarvation# but oparatioa 
has long boon out it buainaaa, t photo. Ruth calao, loft, raaiatad mob taksovar 
at Rinoon. dor loom / Loa Angalas Tima* Aaaooiatad Praaai Photo, Tha lata 
itawart flaoal admitting stealing *a bingo managar for Baron* Raaarvation. 
Aaaooiatad Praaai Photo, Chair* on tablaa of oloaad Rinoon bingo hail in lfB$ 
photo, dor EARTLirm / Loa Angaias Tlmaai Photo, C8RZ* pitti i Photo, kzcrazl 
C. CARACCX f Phcdgi |AM CARLIHZ f Photo, OORAUD AMOSLZKZ i Nap, Rinoon 
Raaarvation, LoWWggalaa Tima* 

TYPSi Mr la*; infobox 

tUBJXCTl Pim, «ou,» auu cc x, mzcsulc; caslzsz, samp amozumz, mmalo 

(TH* VXIAAD or 00M> ( RXMOOM XMDIAX ROTRVATIOKj KATIAp AMP I CAM ZMDZAM, — UM 
01*00 COOMTTf OAMBUMO — 0AM DZXOO COCMTVt OMAMZSSO CAZM1 — MM DZXOO COOMTT 

! 
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Mystery Man Who Transformed a Tribe 

Charmer with gift for winning grants brought gambling, jobs to reservation 


Ladle, III vcrstde County 

The pbtMMMl growth of the * mem- 
ber CitaoM led Ion rosarvnUnn let# e 
•ptMfllai geoohUeg nUrprlrt end Interna- 
Ihoal ha tter — t e e ter cee ell he traced to 
the non-lndlan ededeh (rotor ehe ran tho 
merrotloe fte the early Mh, John PhHfy 


SPECIAL REPORT 


SECOND OF THREE PARTS — 


gence 



To many members of (be tribe, Nichols' 
was • charming, cherubic man with a 19th 
centvry waxed maotache and goalee who 
•ore open-collared silk shirts, dropped trig 
noma and told talea of faraway placet. 

Bm others say there was another dtmea- 
slon lo Nichols, a dark side that brokered 
seem weapons deals, aasoctated wtih toielU- 


"No was • eery mysterious man, Nichols,” 
said former tribal chairman Joe Benitos. "Via 
wasclooe to (former Soath Dakota Democrat 
Icl Senator (James) Abourezk. There were 
people he knew lit Wuhlngtoa. D C, people 
he knew fa» the CIA. people he knew In the 
Jottlce Department." 

As qoarttons oboe* the tribe’s activities 
persist, many Osbourns and others fsmlQar 
with the reservation are asking the same 
thing; Who Is this national architect of Indian 


gambling, this friend of U.S. aanatora, foreign 
officials and the mlUtaryT 

Of more than 100 people Interviewed for 
this story, no one —mad to know the ftdl 
answer lo that potion Some say Niebots 
told oa many outrageous s tories about hb 
exploits that tl was imposdble lo tali trvtb 
from fiction. 

In fact, the very this Nichols goes by - 
"doctor" — has been challenged. When an 
Investigator chocked hb background In 187B 
after complaints or— at other reservations. 
Archbishop Benjamin G Erkhordt of the Phi- 
lathes Theological Seminary of the Tnt 
Protestant Episcopal Chord) In London, Out, 
wrote that Nichols' claim to a theological 
doctorate woo false. 
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Was Mob Behind Tribe’s Casino? 


By Tta O’Brien 


The man whom the Ramapough 
Mountain People of Bergen County 
once retained to help them gain fed' 
eral reco g nition as a bona fide Indian 
tribe — and subsequently m a na ge any 
gaming operations on their reservation 
— has long-standing lies to an asso- 
ciate of Mafia boss Anthony (Tumac) 
Accettoro. 

Accttturo is the longtime head of 
the New Jersey faction of the Loc- 
chese crime family who has been 
involved in bingo on Indian reserva- 
tions, and else wh e re, for many years. 
On Aug. 13. he was convicted in 
Ocean County of racketeering, extor- 
tion. conspiracy and leading an or- 
ganized 'Clime family, while an un- 
derling of his was convicted of mur- 
der. 


The consultant who signed oo with 
the reclusive Ra ma po ug h dan in 1985 
is Robert Frank of Miami Lakes. 
Fla., who has been involved in bingo 
halts else where since the 1970s, ia- 
dodittg one on an Indian reserv at ion 
hi which a civil court ruled he com- 
mitted fraud. 

Frank is a longtime associate of a 
major bingo operator. James L. Wil- 
liams of Boca Raton. Fla., who b 
d es c r ibed by law-enforcement author- 
ities as a dose associate of Accetturo 
as well as of other underworld fig- 
ures. including the now-deceased El- 
tore Zappi. a capo in the Gambino 
crime family. Williams was convicted 
in a federal court in Florida in 1987 
of tax evasion, specifically, of skim- 
ming aTmost $330,000 from several 
Broward County bingo operations, 
including one operated by Indians He 
served two yean. 


The bsue of potential organized- 
crime influence has become a hot 
button in the high-stakes battle over 
the Ramapoughs’ drive for recog 
nkkm. Oppon ent s, including casino 
own er Donald Trump and Bergen 
County's two representatives in the 
House, Rep u bl i can Marge Roukema 
and Democrat Robert Torricelli, have 
rabed the specter of organized crime, 
while backers of the R a mapo ug hs 
have Massed the tactic as unfounded 
and as fcar-moug eri ng. 

The Ramapo u ghs' attorney, George 
Schneider of FairfleRTs Lorber. 
Schn e id e r. Nuzzi. Vichaess & Bit- 
inkas, as well as their chief. Ronald 
Van Dunk, says Frank's role ended 
two years ago. although both say he 
remains "a friend of the tribe" inter- 
ested in helping not only in the push 
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Gambling with the mob? 

Wise guys have set their sights on the booming Indian casino business 

S eated m the largest Sen- 
ate hearing room with a 
hood over his nead to 


S eated m the largest Sen- 
ate hearing room with a 
hood over his nead to 
protect his identity, the witness 
identified only as "Marty ’ had 
some conicssions to maxe. Not 
oniv had he helped the moo set 
uo ana run a high-staxes bingo 
nail on an Indian reservation, 
he testified, but be had oadded 
expenses and robbed me tribe 
ot over $600,000 a year. 

But even Marty s sensational 
tales or filling bmeo calls wun 
■.enum and awarding S60.000 
.ars to oaid shills paiea in com- 
parison to his next news dash. 

Marry told members 01 the 
Senate Select Committee on 
Indian Affairs that 12 other In- 
dian bingo nails also were con- 
trolled by the mob. "Organized 
enme is destroying tne Indian 
reservation. ' he said in a slow, 
mechanical baritone, his voice 
deliberately altered through 
the use ot a special macnine. 

Four years later, tne leaders 
of the Indian gambling indus- 
try* are still smarting. Marty s 
apocaivpnc visions of Mafia 
domination have been proven Pit Ha 
wrong, thev argue, adding that 
Indian-owned casinos ana binto halls 
are more heavily reguiateo than the 
cutz paiaces in Atlantic Cirv and Las 
Vegas. But while it s true that the in- 
dustry has grown much more sophisti- 
cated and has weeded out the most ve- 
nal operators, many questionable 
characters remain. From dozens of in- 
terviews with federal state and local 
law-entorcement oificials and from doc- 
uments obtained through the Freedom 
of Information Act. L\ S. Xews has 
learned of a number of cases that raise 
sc nous doubts about the integrity a no 
inviolability of Indian casinos. 

Tbt saw avffata. Devastated bv unem- 
ployment. substandard nousing and 
schools and enppung aiconotism.~manv 
Indians nave come to see gambling as 
*:he new buffalo"- the first true eco- 
nomic opportunity m two centunes. But 
buffalo never paid dividends like a one- 
armed bandit. In Connecticut, the 
scrawling Foxwoo*** Casino owned bv 
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The huge, new market in Indian-owned cosmos a a draw for vendors. 


\ the Masfaantucket Pequots could con- 
t cetvably gross SI billion this year and 
t net half that amount. On the Shakopee 
i Mdewaxanton Dakota reservation near 
I Minneapolis, the Mystic Lake casino 
f takes in so muen cash that tribal mem- 
t bers sometimes receive dividend checks 
i for up to S20.000 a person per month, 

I one official with the Bureau of Indian 
i Affairs savs. And just last month near i 
i Syracuse. N.Y.. the Oneida Indians j 
I opened the StO million Turning Stone i 
t Casino, expected to rake ui well over | 
I $100 million a year. 

Now that 73 tnbes in 19 states offer or j 
i will soo n - o ffer full-scale casino gam- i 
\ bling. me big ooys nave taken nonce, i 
i Atlantic Citv casino owner Donald j 
i Trump recentiv sued the U.S. govern- » 
i ment for allegedly giving an uniair ad- 1 
' 'antage to tnbes setting up casinos. And i 
i he s out to prove me fledgling industry is i 
I corrum. "A lot ot the reservations are \ 
I being, at least to a certain extent, run bv < 


organized crime.*' says Trump. "There's 
no protection. It's become a tone. ' 

Mobsters did. in fact, prey upon Inoi- 
an gambling during the 1980s, Besides 
Marty, whose real' name was Stewart 
Siegel and who managed a California 
bingo hall for the Barona Indians be- 
fore he died of cancer. Indian gam- 
bling s cast of characters was like some- 
thing out of an Edward G. Robinson 
movie. Just this spring, lor example, re- 
puted Chicago mob boss John "No 
Nose" DiFro’nzo and his gambling ex- 
pert, Donald "The Wizard of Odds" 
Angeimi. were convicted of conspiracy 
ana fraud in a failed attempt to take 
over xamohng operations at tne Rincon 
Reservation near San Diego tn ihe late 
80s. The Chicagoans had hoped to 
skim profits and launder moo money. 
FBI wiretaps snow, in 1980. California s 
Cabazon Indian inoe mred as tneir 
poker-room manager one Rocco Zan- 
gan. identified as a mooster in Senate 
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testimony. He was subsequently fired. 
Later, alter tnbai Vice Chairman Ai- 
:red Alvarez compl&ioco to local news- 
papers aoout o oner- room summing. 
Avarez ana two outers were snot aeaa: 
me case nas never been solved. 

‘There s orooably been a i earning 
curve, ana oeopie bave been oumed." 
>avs Rick Hill or the National Indian 
Gaming Association. But Las Vegas 
was an open town for mobsters in the 
1930s. he adds, policed only by a sheriff. 
“You always bave to look at things from 
a historical perspective.'' - 
Trump s hyperbole not- 
withstanding. me vast ma- 
ontv ot the 175 total Indian 
casinos and bingo hails are 
honest and clean. Many em- * 
ploy Las Vegas or Atlantic 
Ci tv pros and have vigilant 
n-nouse security teams. 

Several management com- 
panies are puDudy traded 
and have passed overlapping 
uyen of government scruti- 
ny. The FBI dOv ■ not see a 
coordinated, concerted ef- 
rort” by organized-crime 
families to raid the Indian 
gambling industry, says Jim 
Moody, chief of the FBI’s 
organized-crime section. 

There are no “publicly 
known * cases or current 
mob infiltration. 

But the threat remains. 

The bureau has su ongoing 
investigations -one more 
.han wnen Moody testified 
m CaDitoi Hill iust a lew 
months ago. And when asked In 
which crime families are in- 
terested in Indian gambling. Moody re- 
plied: “I doo c know any that irtt i.” 
The Pittsburgh mad pawar. The FBI is 
.nvesttgatinc a Pennsylvania asphalt- 
company owner who manages a maior 
casino in Minnesota aod is expanding 
•mo tribal gambling ui California. Okla- 
homa and Ontario' Canada. 4/5. Sews 
nas learned. Angelo Medure. o4 oresi- 
jem ot Gaming World International, 
has no criminal record and 
nas passeo the background 
cheats reouirea to manage 
me Shooting Star Casino in 
Mahnomen.' Mum- owned 
hv the While Earth Baod of 
Chippewa. No charges have 
neen riled against him. But 
‘he FBI became suspicious 
when it learneo Medure 
eases a New Castle. Pa.. 
varenouse to a oasta firm 
mat was run in tne 1980s by 
• routed moostcrv 


The Pennsylvania Crime Commission 
says that Hemv 1 Zebo Zottola. 
was president of Rocca s Italian Foods 
and that Louis Raucci Sr.. o3. was an 
investor and employee. Zottola helps 
collect payments lor the Michael Geno- 
vese crime lamilv from local loan 
sharks, bookies and drug dealers, tne 
commission says. Raucci was convicted 
ui 1990 on racketeering, narcotics and 
tax violations and is serving a 27-year 
jail sentence. 

In an interview. Medure initially de- 
nied knowing Raucci or Zottola. Later. 


called Medure s condominium in Pom- 
pano Beach. Fla., and Medure s con- 
struction comoanv. Medure says ne nas 
no orgamzed-cnme iinxs and claims 
Zottola simply called to discuss ware- 
house remodeling plans. 

Zottola acknowledged last ween that 
he called Medure repeatedly in 1986 to 
discuss the ware nouse. He admits being 
friends with men who the crime com- 
mission says are Pittsburgh mobsters 
but claims he has no link to the Mafia 
and is just an honest carpet salesman. 

Althougn Zottola never admitted it to 



Mohawtc Binfo Palace in Hofansoure. S.Y.. can seat up to l. 700 players at once . 


i he said be had met Zottola at the pasta 
, plant several tunes but claims he was 
I unaware of Zottola s background. Con- 
l fidemui telephone records obtained by 
i US Sews confirm their relationship. A 
t 24-page summary oi calls made in 1986 
i trom Zottola s Pittsburgh home reveals 
I that Zottola called Medure s house and 
i his trailer home in New Castle su times 
i on March 21. 1986. On Mav v. Zottola 
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\ local FBI agents wnen they questioned 
t him three months ago about Medure. 
\ the calls did not stop in 1986. Zottola 
! called Medure about eight months ago 
I to discuss selling him video-poker mi- 
I chines to be used at the Minnesota casi- 
i no. Medure confirmed the call but says 
i he told Zottola he was not interested. 

I “{Medure | told me that anything he put 
< on that reservation had to be approved 
by the state of Minnesota. 

. . And 1 iust forgot about it at- 

ter that." Zottola adds. 

► hi i The White Earth tnbe has 
■— • had some curious business 
dealings in the past, (n 1987. 
before' Medure became in- 
:»*.w.s. solved. Carmen Ricci sold 
50 video-poker machines to 
the tribe. New jersey offi- 
cials describe Ricci as an as- 

<ociate of the Nicodemo 

“•W* *♦ Scarto enme family. “At that 
- — * — time they were legitimate 
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businessmen, tnbai Chairman Darrell I 
' Chip” Wadena says. 

Medure profits handsomely from his I 
casino deaJ. His firm gets 35 percent of I 
casino profits - at least S3 million a year. , 
Chairman Wadena tought 10 increase i 
Medure s taxe by 5 percent, at his own i 
tnDes exoense. but a federal mediator i 
refused. Medure oas plans to manage | 
casinos tor the Hopland Band of Pomo t 
Indians and the GoveroaJe Pomo Indi- \ 
ans tn Northern California, ano the Rat- \ 
portage First Nation near Kenora m On- j 
tano.His firm also plans to manage a » 
bingo hall, se no open this week, for the t 
Seneca-Cayuga tnbe m Mi- 
ami. Okla. 

The st rip bar ow i r . Res- 
taurant owner Robert Sab es 
was well known in Minne- 
jdoIis as a millionaire busi- 
nessman. So locals were 
naroiv suronseo when ne cre- 
ned a successrul casino man- 
agement turn called Gaming 
Corp. ot America. But iron* 
oles began tms spnng wnen 
Mississippi gaming regula- 
tors learned that Sabes owns 
a topless bar m Minneapolis 
where the entertainment was 
managed by Michael Peter, a 
flashy South Florida million- 
aire with a nationwide chain 
of strip-tease ban called Sol- 
id Gold. Peter was indicted tn 
1991 on extortion and kidnap- 
ping charges, and the case is 
pending in state court. Fed- 
eral agents seized thousands 
oi Peters documents at 
coout the same tune, cuing 
concern over oossibk orga- 
nizea-cnme ties. No federal 
charges have oeen filed. 

Sabes denies any mob links and says 
he had "an arms length” relationship 
with Peter. But the embarrassment and 
the licensing delays to come persuaded t 
Sabes to sell his Gaming Corp. stock l 
last Apnl and leave the publicly traded | 
firm. Although one tnbe quickly cut all I 
ties to the restaurateur, others continue l 
to seek his business. Early last month. I 
Sabes won preliminary approval from | 
Arizona s Yavapai- Apaches to manage 1 
their proposed casino north of Phoenix, i 

New evidence ot a more troubling rela- ‘ 
tionship may jeopardize those plans, too. I 
In testimony to the Wisconsin Winneba- i 
go gaming commission released this I 
month. Sabes admits also doing business i 
with James Williams, a partner in Peter’s I 
strip-bar emoire and once a major bingo | 
hall operator tor Indian inbes and chan- i 


ties from California to Florida. Williams 
was convicted m 1987 of failing to pay 
taxes on some $300,000 he earned from 
bingo halls. Florida police records call 
him a "close associate ' of Anthony Ac- 
cenuro's. whom the FBI has identified as 
a capo, or boss, of the Thomas Lucbese 
crime family of New York. Williams, who 
did not return phone calls, admits tn the 
police files only to meeting Accerruro 
three times in the 1970s. 

In a recent interview. Sabes admitted 
that he signed papers with Williams as 
early as Nov. 9. 1988. That was just 
four months before Williams was 
locked up, prison officials say. But be 
savs he did not learn of Williams’s coo- 


commissioa report claims certain bingo 
operations tn the Youngstown. Ohio, 
area "are obligated to purchase bingo 
supplies from Nanmcola." 

Nanmcola says his firm sells supplies m 
25 states and got the Tamumi contract 
because of superior service and price . He 
denies that his father-in-law or his busi- 
ness has mob ties: "The Pennsylvania 
Crime Commission should get some new 
employees and some new information. 

Despite the allegations, the National 
Indian Gaming Commission has never 
done a background check on Nanmcola 
Wholesale or Tamumi Partners. One 
reuoo; Although Congress created the 
cr/mmisnoo five years ago to regulate 



fata. Mysae Lake casino reponedhr earns each tribal member up to S20.000 a month. 


vrction or alleged Mafia ties until 1990. 

Tha Magi paper tapplar. When Flori- 
da's Miccocukee Indians opened a 2.000- 
seat bingo hall west of Miami in 199L they 
hired Tamumi Partners to run it. Two 
yean later the tnbe kicked the firm out. 
alleging mob ties. Tamumi partner Cye 
Mendel denies the charges and has sued 
the tnbe for cutting him out of the ven- 
ture. which last year grossed $35 million. 
One thing is sure: Tamumi did sign a 
contract with a bingo paper supplier au- 
thorities have linked to the mob. 

After a bidding process. Tamumi be- 
gan buying supplies from Frank Nanni- 
cola of Warren. Ohio. Nanmcola is the 
son-in-law of Charles Imburoa, who. ac- 
cording to the Pennsytvanu crime Com- 
mission. is a member of the Genovese 
crime family in Pittsburgh. A 1992 crime 


Indian gaming, its rules didn’t take effect 
until sri months ago. The commissioa has 
a massive backlog of old and new man- 
agement contracts to review. 

Just such snags prompted members of 
Congress to meet this summer to discuss 
tightening Indian gambling laws, and a 
new Senate bill likely will be introduced 
next month. National Indian Gaming As- 
sociation Chairman Rick Hill says the 
tribes want the deanest industry possi- 
ble. But they also want to ensure that a 
few questionable characters do not bring 
ruin to an industry that employs thou- 
sands and has nelped tribes build much- 
needed schools, hospitals and homes. 
“It's a bread-and-butter issue. ' Hill says, 
“We need Indian gaming to survive." ■ 


By James PcnaN 
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lECTlOtff Regional Revs 
DISTRIBUTION I Illinois 
LENGTH* SSO words 

HEADLINE i Reputed Chicago mob bosses arraigned 
3YLXNE* ay HILKER ANDERSON 
DATELINE 1 SAN DIEGO 
IE WORD I CA-MOB 
30DYI 

Sam "Wings" Carllsi, the reputed acting boss of Chicago's Mafia accused 
of trying to take over gambling operations on an Indian reservation, pleaded 
innocent to racketeering charges Monday along with a group of alleged 
lieutenants and associates* 

carl is i appeared before U.3. District Judge William E* Enright for the 
first time since he was indicted Jan* 10 with eight other defendants, including 
alleged mobsters John Dlrronso, Don Angel ini and Michael Cereocl* 

The nine defendants eat quietly among the handful of apeotatora in Enright.' a 
courtroom until it vae their turn to crowd around the podium with an equal 
number of attorneys* 

light pleaded innocent. The ninth, Chris Petti, ^leaded innocant last weak 
ind vae in court for a ball hearing. 

"It vae kind of nice to see some of ay old acquaintances up there," said 
Art Phiienmayer, the head of the FBI's organised crime unit in San Diego who 
isriisr had worked in Chicago* 

3eoause the case is based primarily on several thousand pagss of vlrstaps 
uid supporting documents, it is expected to taka several months to reach trial. 

a motion hearing was scheduled for June a. 

lari i si is the lead defendant in a 13 -count indictment that accuses the 
aob of trying to gain oontrol over gambling operations at a planned casino on an 
Indian reservation east of San Diego. 

He was desorlbsd in the indictment as a "craw chief" vho ran things on 
Chicago's West Side for the organisation, founded by A1 Capone, until 1917 vnen 
Me vae anointed aotinq boss after Joseph Aiuppe and underboee Jack Cerone were 
sent to prison and heir-apparent Josepn Pernola'a health deteriorated. 

The alleged plan to taka over gambling at the Rincon Indian Reservation was 
presented to the mob leadership through Caracoi by ?ettl, 1 Cicero, 111., 
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tive whom authorities believe has bean the family's man in San Diego sines the 
70S. 

Patti allegedly conspired to win tha management contrast with 01 an Calao, 
s contact on ths reservation, and Nicholas Da Panto, a San Diego lawyer who 
alt with the Rincon Tribal Council on Patti's behalf. 

Patti's alleged maneuvering*, however, vara monitored by the FBI and San 
ago law enforcement officer j who wars authorised to conduct "roving 
retap* * ' that allowed them to listen in on phone calls mads at pay phones and 
oe De Panto's office* 

"The defendant ( Petti) uses the phone to commit his crimes," Assistant 
I. Attorney Carol tarn told Snright* 

Carllsl, DiPronso and Angalinl allegedly ware willing to put up money for 
• alleged takeover attempt and had a Florida man picked out to act aa manager, 
t they pulled out later because they were losing money on a similar 
tarvation oaalno in Baltimore. 

Ths white-haired Angel ini, in court on the day after the Super Bowl, is 
tter known In law enforcement oiroles as "Ths Vlierd of Odds," ths man who 
ta the vital sports betting lines that are used by bookmakers across the 
in try. 


The indictment else contains extortion charges stemming from Petti 's 
leged efforts to collect money from gamblers with the help of co- defendants 
nan and Anthony Di Hunslo of Los Angelas and John Spilotro. 

Spilotro, identified as a mob associate from Las Vegas and brother of the 
:e Tony "The Ant" Spilotro, the mob's reputed overseer in Las Vegas who was 
;dertd In ISIS. 

All of ths defendants except Carraoi, Petti and Anthony DiXunsio have been 
is on bond. Carmen Di Nunsio remains a fugitive. 



226 


PACE 

1ST STORY of Level 2 printed in FULL format. 

Copyright 1993 Star Tribune 
Star Tribune 

July 4, 1993, Metro Edition 


SECTION: News; Pg. 1A 
LENGTH: 2733 words 

HEADLINE: Winnebago case illustrates casino business gone wry 
BYLINE: Pat Doyle; Staff Writer 
DATELINE: Madison, Wis. 

BODY: 

Tribal tensions, shootings and arson erupted while Glenn Corrie managed a 
Wisconsin Winnebago Nation casino. His guilty plea to bribery closed a phase o 
a case that offers a rare look at a business gone awry. 

Two dozen American Indians sat on benches in the courtroom, silent spectato. 
in one of the last acts of a drama about temptation and corruption. 

They watched Chicagoan Glenn Corrie, burly and bearded in a gray shirt, ti* 
and sport coat, sitting at the defense table. Was it true he once controlled 
lucrative Indian casinos by paying some tribal officials up to $ 120,000 in 
bribes? 

M No doubt it was more, your honor,” Corrie said. 

In pleading guilty last month in federal court to bribery, Corrie closed a 
crucial phase of a case that offers a rare look at a casino business gone awry 

For nearly two years the Wisconsin Winnebago Nation lost control of a 
fledgling business born of tribal sovereignty. Longstanding tribal tensions 
erupted under Corrie's management, climaxing with shootings and arson at the 
tribe's casino near the Wisconsin Dells. - 

While other tribes were parlaying casino profits into public-works project: 
or monthly revenue-sharing checks, the Winnebago were paralyzed by turmoil. The 
ramifications continue even as the tribe today reports success under new casinc 
management. 

The Indians are still trying to recover the $ 2 million Corrie was paid 
while illegally managing the casinos. Federal and tribal officials say they V 
can't account for another $ 3.7 million in casino revenue intended for the f 
tribe. / 

And prosecutors expect to charge tribal members this summer with taking 
bribes from Corrie. 

In Indian communities where one in four adults was jobless, the temptation 
of casino money was powerful, said tribal member Orbert Goodbear. 
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"When I was a kid, my grandparents used to sell baskets along the highway/ 
Goodbear said. M Our people don't come from a prosperous background, and for th; 
reason, money sways people. I don't approve of it, but I understand it." 


The Winnebago experience is perhaps the clearest illustration yet of the 
challenge facing the federal government. It must regulate casinos to protect 
Indians without violating the autonomy of Indian tribes. 


The Wisconsin Winnebago have 4,700 members, about half of them living in 
western and central Wisconsin. Other members settled mainly in southeastern 
Minnesota, the Twin Cities, Madison and Milwaukee. 


Their legacy is tragic even in the context of American Indian history. In 
the 1860s the federal government forcibly moved the Winnebago people from 
Minnesota to the Dakota territory and later sent other members from Wisconsin ■ 
Nebraska. Many starved or froze to death. 

H The case of these Winnebago Indians is one of peculiar hardship/' a feder 
official for Indian affairs wrote in 1863. 


Some among the Winnebago returned to Wisconsin, where today their 
descendants live on parcels of land held in trust by the Department of the 
Interior. In the 1980s the Winnebago were running successful bingo games on so: 
of that land when the Supreme Court and Congress allowed tribes to start a raor> 
lucrative and tantalizing business: Vegas-style casino gambling. The ventures 
promised to reduce poverty in Indian communities. 

But the new opportunity also stimulated the appetite of outsiders looking 
for a piece of the action. 

One of those was Corrie. He is 48 years old with a formal education that 
ended in his freshman year of high school. For years he had operated out of 
suburban Chicago, supplying gambling equipment to Illinois charities. In early 
1990, as tribes ventured into casino gambling, Corrie headed to Wisconsin. 

He checked out several tribal casinos before getting involved with the 
Winnebago. He learned that some tribes were sophisticated, while others were 
struggling with the basics. 

At the Menominee Reservation, "The dealers were running into a room vatchi; 
a videotape trying to learn what they were supposed to be doing, " Susan Kelled' 
a Corrie associate, said in a deposition. "Glenn had mentioned that they reall 
didn't know what they were doing . . . were probably losing a lot of money." 

Corrie, through his lawyer, declined to comment last week about his 
operations. In court proceedings he cited Fifth Amendment privileges against 
self-incrimination to deflect questions about his operation, his past employmer 
and other issues. 

But sworn depositions and interviews with his associates, casino employees, 
prosecutors, police and tribal officials offer a look at how the Winnebago 
casinos worked - and didn't work. 

Corrie, operating as the Jenna Corp., began managing casinos near Wisconsir 
Dells, Nekoosa and Black River Falls for the Winnebago in May 1990. His 
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contract for up to 40 percent of the profit was more than typically allowed 
under federal law. The Interior Department later said the cut was too generous 
and criticized other provisions beneficial to Corrie. 


But Corrie would manage the casinos for the next 20 months without the 
necessary federal approval. 

Jeffrey Behnke worked in construction and waited tables before landing a jc 
as a security officer at the Ho-Chunk casino near Wisconsin Dells. Within three 
months, Corrie promoted Behnke, who is not a tribal member, to be a manager of 
the casino, the tribe's largest. 


"You went from no experience to management?" Assistant U.S. Attorney Mark 
Cameli asked him during a deposition. 

"It was a moron's job,” Behnke replied. 


In any case, the management of the Ho-Chunk ran into problem. 

Samantha Day, a tribal member who worked at the Ho-Chunk, said money emptic 
from gambling machines sometimes didn't jibe with the machines' meters. On at 
least one occasion, Corrie associates from Las Vegas told employees not to mine 
the discrepancy; they'd sort it out. 

Tribal representatives were on hand to monitor the money, but, "They were 
more confused than I was,” Day testified. "They never knew how to do the 
paperwork at all. They never saw it.” 

Cameli asked Day, "What kind of check and balance did the tribal employees 
have?” 


"The representatives never really did," Day replied. 

She also said the casino lent money to bettors without a clear policy. 
"Sometimes they took chips right off the table," Day said. "Sometimes they got 
the money from the cashiers.” 

She recalled a businessman from the Wisconsin Dells receiving $ 1,300 in 
credit. Another person "would go right into the office and get chips and play. 

"We were told if we didn't treat these people good, we would get fired. It 
was mostly people (the management) thought spent a lot of money. It didn't 
matter how much credit they wanted, you were to give it to them." 

Corrie paid the motel bill for a regular customer who stayed overnight, anc 
handed out cards allowing others to bill him for meals at local restaurants, Dc 
said. 

A woman who joined Corrie on a trip to Las Vegas "came in and wrote out a 
check for their expenses. She cashed it right there at the casino. No one 
questioned her." 

Day told of times when an influential tribal member "would be really angry 
. . and call (Corrie) up and say, 'You will lose my support.' Half an hour late 
a check would come in to him . . . and they cashed it right there." 
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The rewards for backing Corrie were sonatinas visible. Tribal members still 
talk about favored Indians being allowed to drive Corrie' s Cadillac around the 
reservation. 


N There was an atmosphere of corruption,* 1 Goodbear said. "It's common 
knowledge that if someone is a (tribal] area representative, his friends get a 
job." 


Tribal members who didn't support Corrie say they saw few benefits from the 
casino. Instead, they saw basic tribal services decline. 

Helen Cloud, 58, said her federally subsidized payments for diabetes 
medication, funneled through a tribal health clinic, were interrupted. 

"We're poor as it is," said her husband, Jake, 66. "They couldn't buy me to 
any amount of money. I'm glad I was on the other side. He paid the boys off." 

Turmoil among the Winnebago didn't begin with Corrie. But Corne's 
management of the casinos fanned tensions to a flashpoint. 

It wasn't long before allegations surfaced that he used patronage jobs, 
kickbacks of cash and gifts and other favors to maintain political support from 
some Winnebago. 

"When Glenn Corrie came into our midst and began to influence some of the 
tribal members, he began the process of corrupting our whole tribal government, 
said JoAnn Jones, who won election in 1991 to tribal chair on a campaign to 
evict Corrie. 

Soon the Winnebago Nation became so divided over Corrie that its government 
disintegrated, failing to muster a quorum to conduct tribal council meetings. 

Without a tribal government it could recognize, the U.S. Bureau of Indian 
Affairs (8IA) slowed $ 1 million in federal money intended for Winnebago 
members. The BIA said the disintegration of tribal government also made it 
impossible to approve a casino management contract - even if one existed with 
terms more favorable to the tribe. 

But Corrie didn't stop for lack of BIA approval. He had enough support amon 
some tribal officials and a security force to stay in business. 

Tension erupted a year into his tenure when tribal chair Jones led 100 
followers to the Ho-Chunk in the first of a series of confrontations. During th 
next six months, combatants brandished ax handles, blockaded entrances, fired 
guns and hauled a hangman's noose to the casino. 

"I could see bloodshed coming," said Sauk County Sheriff Virgil (Butch) 
Steinhoz3t, who lacked authority to investigate tribal complaints. 

At first, the BIA, unsure of who really represented the Winnebago, avoided 
moving against Corrie. His exponents converged on the BIA offices in Minneapoli 
in protest. 

Jones kept up the pressure and after months of turmoil the BIA asked the 
Justice Department to intervene. The Justice Department moved to evict Corrie, 
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the first time it had taken such action against the manager of a tribal casino 
in the Upper Midwest. 

The U.S. attorney in Madison declared that Corrie “threatens the economic 
security and well-being of the tribe" by operating without a federally approvec 
contract. Corne's lawyers pitched a federal judge a remarkable defense: aecaut 
the Winnebago no longer had a functioning government, they couldn't enter into 
contract. Therefore, there was nothing for the BIA to approve or reject. 


U.S. District Judge John Shabaz was having none of it. Calling the tactic 
“sophistry'' and a "ridiculous argument,” Shabaz kicked Corrie out of the 
Winnebago casinos and ordered him to return $ 2 million m management fees to 
the Winnebago. 


The two sides had a final standoff at the Ho-Chunk. Corrie allies barncadi 
themselves inside the casino with chairs and cigarette machines. Two tribal 
members were wounded by gunfire, allegedly from a Jones supporter. Another Jont 
supporter, Steve Funmaker, filled juice bottles with gasoline and started a 
: ire. 


“I did [it] ... so Corrie couldn't get ahold of it again,” saia Funmaxer 
who is serving a 33-month prison term for the arson, which caused minor damage 
and no injuries. "Why should he have the benefit of the proceeds from that at 
the expense of tribai people?” 

The court order ended casino business for Corrie. Today, the tribal 
government is running again, and the tribe reports that its casino business ha* 
expanded, tripling the number of jobs that existed two years ago and financing 
new tribal enterprises. 

The BIA's area director Earl Barlow and Wisconsin area superintendent Robe: 
Jaeger recently visited Winnebago communities. "We were both quite impressed a* 
the progress they were making,” Jaeger said. He said the casinos, now managed - 
firms that receive a lower cut than Corrie, are succeeding. 

"We have not fully recovered, but we have made progress and we nave 
learned,” Jones told a U.S. House subcommittee last week at a hearing on India, 
casino gambling in Oneida, Wis. 

One thing the Winnebago haven't recovered: the $ 2 million. Corrie hid his 
assets in bankruptcy proceedings, a bankruptcy trustee said. 

In the living room of Helen and Jake Cloud's home near Lake Delton, tomahawi 
nd eagle feathers hang near a display of American flags on pedestals, a fitti: 
rrangement for citizens of two nations. 

The Clouds and other Winnebago watched their tribal government disintegrate 
into anarchy in the dispute over Corrie. They waited for their other nation to 
intervene. 

Just how much regulation the federal government should exercise over India: 
casinos is a matter of debate in Congress and among tribal members. Laudable di 
sometimes competing goals collide: respecting tribal independence while 
preventing exploitation. 
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"There's a difficult balance the government has to reach between recogmzir. 
autonomy within Indian nations and regulating gaming operations so the tribes 
benefit the Dost," Camel i said. 


Federal prosecutors haven't intervened in every instance in which casino 
management firms operated without first obtaining BIA approval. The Justice 
Department toor action with the Winnebago case because the potential for trouol 
was greater. 

"You look at the cases that present the greatest threat, " Assistant U.S. 
Attorney Cameli said. "Unlike the other tribes, where at least the governing 
bodies agreed to hire a company, you had the tribe sharply divided over the 
presence" of Corrie. 

The tribe's experience with Corrie occurred while Indian gaming was under 
the jurisdiction of the BIA, which complained it had limited powers to regulate 
casinos. Recently the National Indian Gaming Commission has taken over the iod. 

"T think oefore it becomes a smooth operation it will go throuqn many 
refinements," Cameli said. 'It's different than anythina else the aovernrnent ' r 
been involved in.” 


The commission was designed to regulate tribal gaming. It has powers the dl 
lacked and should do better, said Jaeger, the BIA's Wisconsin superintendent. 

Many tribal members are ambivalent about federal regulation of casinos. 

When asked what he thought, Goodbear said, "I think the federal government 
should let the tribes operate independently." Then he paused, and added, "But c 
^the other hand, I think the federal government has a responsibility to make sur 
these tribes don't get into messes. I think there should be close accounting 
done on these casinos." 


Corrie faces the prospect or following his adversary, runmaxer, to prison. . 
has agreed to cooperate with federal prosecutors m their investigation or 
tribal officials who toox illegal payments. He also will reveal assets in tne 
bankruptcy case. He wasn't always so talkative. Cameli once oeaan a deposition 
by posing a seemingly simple question: How long had Corrie livea in Wisconsin? 

"I respectfully refuse to answer that question on the grounds it may tend r 
incriminate me," Corrie replied. 

Said Goodbear' s wife, Barbara: "I think Glenn Corrie is going to bargain 
with the federal government, turn in a bunch of names and get less time." 

Corrie's attorney, Jeffrey Stmnback, said that his client doesn't deserve 
all of the blame for the fiasco and that he tried to help the tribe manage the 
new business. "I always thought bribery was the other side of the com from 
ixtortion," Stemback said. 

In the courtroom in Madison last month, Jones and otners vno r ought to oust 
lorrie listened as Assistant t’.J. Attorney John Vaudreuil described the 
corruption. There were envelopes of cash for tribal officials, cnecks issued tc 
the sister of one tribal official A $ 1,000 cneck was made out for the 
fictitious purchase of a trai.'^r. Corrie handed out $ 300 to S 500 when tribal 
members asked for "a pack of cigarettes." 
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Out in the hall, Dallas Whitewing said Corrie offered him money and a job 
after he won a seat on the tribal council. Whitewing said he took the money, 
gave it to a charity and went to work for Jones. "All the influence Corrie 
thought he had," Whitewing said, "it's gone." 

GRAPHIC: Photograph; Map 

SUBJECT: bribery; investigation; Indian; gambling; finance 
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Mr. Richardson. The gentleman from Wyoming. 

Mr. Thomas. Thank you, Mr. Chairman. 

I have iust some brief questions, and if you have brief answers, 
that coula be nice. 

Mr. Torricelli, I am pleased that you are as interested in the 
States’ role. That is not always the case here in the Congress. 

Many of the compacts have included agreements on taxes, on 
regulation. Why didn’t New Jersey enter into one of those? 

Mr. Torricelli. Well, in fact, New Jersey has not yet been sued. 
My guess is, we are going to have a problem in New Jersey if the 
Ramapough Indians are able to establish themselves as a legiti- 
mate tribe. They will go to court, and, under the current state of 
Federal law, have a very good chance of succeeding, in which case 
New Jersey will have an unregulated casino, untaxed, to compete 
with our other 18 casinos — 12 casinos. 

Mr. Thomas. So you don’t have any tribes that qualify under the 
law now? 

Mr. Torricelli. No, but unfortunately we are getting very close 
in what, in my judgment, is an aberration. We do not actually have 
any legitimate Indian tribes in New Jersey, in my judgment. 

Mr. Thomas. Mr. Trump, you have not concealed your concern 
about competition with your investments, and I understand that. 
Would you be satisfied u the State regulated these other casinos? 

Mr. TRUMP. Well, I think that it is a very sad thing for the 
States. I can tell you that I believe it is 49 out of 50 governors are 
totally against what has taken place. 

I know that for a fact Governor Cuomo was forced to sign a pact 
that he totally didn’t want to sign. The communities are up in arms 
in upstate New York, totally up in arms, and it has just gotten out 
of control. 

You see, I have a very big psychological problem here. I really 
don’t know if it is possible to protect all of the people from all of 
these reservations. You have too many sources in terms of orga- 
nized crime, you have just too many places, and so we can say, 
well, we will put 500 FBI agents on each reservation. But from a 
practical standpoint you can’t do that. 

So with all of these reservations opening up, and literally open- 
ing up on a daily basis, it seems to me, I don’t know if it is pnys- 
ically possible, physically possible, for law enforcement to any 
longer protect. 

Before, you had Las Vegas and you had Atlantic City, and I used 
to hear stories that there were more agents assigned to Las Vegas 
and Atlantic City than to any other mqjor city in the United 
States. Now I don’t know if that is correct or not, but I believe it 
was very correct. In fact, it was even a substantial amount more. 

I don’t believe that you have enough people when you start get- 
ting into this many reservations. The money is too much, and it is 
there, and it is too easy. It is too easy to skim if you don’t have 
the right law enforcement. It is too easy to skim if you don’t have 
the right procedures. It is too easy to launder money if you don’t 
have the right procedures and the right law enforcement. 

So I think you folks have a real problem. I’ll be honest. I think 
you have a real problem. You created a monster. When you were 
in Las Vegas and when you were in Atlantic City, you had two 
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places, and you can have 500 agents in each place, and you can do 
your number. But when you start having 100 and 150 locations all 
over the place, I think you have created yourself a real mess. 

Mr. Thomas. So you have basically opposed to gambling outside 
of Atlantic City and Las Vegas? 

Mr. Trump. I am opposed to gambling when it can’t be policed, 
and 1 don’t believe the Indian reservations can be policed, there’s 
too many of them, and especially when people claim sovereignty 
when, in fact, there is nothing sovereign. It is only sovereign in 
that they don’t pay taxes. 

Mr. Thomas. Someone indicated — it wasn’t you, obviously — that 
casinos were very concerned about their image; if it became known, 
as you say it is generally known, that organized crime is there, 
they wouldn’t patronize them. Wouldn’t that be the case? Why are 
you concerned? 

Mr. Trump. Well, I am veiy concerned about the Indians’ image 
iii terms of gaming because when it blows — and, as I said before, 
it will blow — that is going to taint the entire industry, including 
Atlantic City and including Las Vegas. 

When it is learned about the laundering and all of the skimming 
and all of the cheating and everything else that can go on unabated 
at the Indian reservations, people aren’t going to say that is just 
Indian reservations, they are going to say that is Atlantic City, 
that is Las Vegas, despite the fact that Trump has hundreds and 
hundreds of people in each casino policing and making sure every- 
thing is legit, they are not going to say that. They are going to say 
that gaming is a dirty business, look what happened at this par- 
ticular casino. 

So when it blows, it is going to be a huge stoiy. There is no doubt 
about the fact it is going to blow. It is just a question of time. But 
that is going to taint the whole industry, including the legitimate 
industry. 

Mr. THOMAS. Thank you, Mr. Chairman. 

Mr. Trump. Thank you, sir. 

Mr. Richardson. The chair recognizes the gentleman from Ha- 
waii. 

Mr. Abercrombie. Mr. Trump, you said you don’t have any prob- 
lem with competition. 

Mr. Trump. That is absolutely correct, sir. 

Mr. Abercrombie. There have been suggestions by the Internal 
Revenue Service and other governmental agencies’ representatives 
this morning that, with some modification of the 1988 gaming laws, 
that regulation — administrative oversight could be put into place. 
Now do I understand you to say that if that is the case, then you 
are perfectly willing to compete? 

Mr. Trump. I can get other representatives of the Internal Reve- 
nue, I believe, to say the exact opposite. I can get representatives 
of the FBI, I believe, to say the exact opposite. 

Mr. Abercrombie. That is not my question. 

Mr. Trump. I do not believe that you can correct this situation. 
I do not believe 

Mr. Abercrombie. Why do you not believe that? 

Mr. Trump. I do not believe that by just 

Mr. Abercrombie. Does that have something to do with Indians? 
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Mr. Trump. No. It has something to do with organized crime. 

Mr. Abercrombie. Organized crime can get the Indians but not 
to you? 

Mr. Trump. No. I don’t believe that organized crime can stay 
with us for a very long period; they will be caught. I do not believe 
they can be caught on an Indian reservation. I am not saying that 
we can’t have individual transactions go wrong, but they will be 
caught. We have every check and balance. I am talking beyond law 
enforcement. We have every check and balance. 

But do you know what is nice about us? We can say, “Hey, the 
bad guys are on here; call the FBI; call the Casino Control Com- 
mission, call the sheriff, call the U.S. attorney.” The Indians can’t 
do that to the same extent. They don’t have the checks and bal- 
ances. 

Mr. Abercrombie. Why are the Indians incapable of doing that? 

Mr. Trump. If you look at their security systems, if you look at 
what they have installed in their casinos 

Mr. Abercrombie. Tiy answering my question. 

Mr. Trump. If you look — I am not saying anything 

Mr. Abercrombie. Try answering my question. 

Mr. Trump. I am answering your question very nicely, sir. 

Mr. Abercrombie. No, you are not. You are avoiding answering 
the question. 

Mr. Trump. I mean I don’t think you want to hear the real an- 
swer. That is the problem. If you look 

Mr. Abercrombie. The real answer is, you don’t believe that if 
the same regulations with respect to the IRS, the same kind of 
Banking Security Act, the same kind of vigilance is put forward on 
Indian reservations and with respect to gambling and gaming 
where Indian tribes are concerned, your contention is, they will not 
be able to exercise the same vigilance that takes place in Atlantic 
City at your casinos or in Nevada. 

Mr. Trump. My contention is that there are too many places, and 
if they are going to go under the cry of sovereignty where they 
don’t have the same powers — where tnis Government doesn’t have 
the same police powers over them, I say that there is absolutely no 
way that you are going to keep the mob out of the Indian reserva- 
tions, and therefore 

Mr. Abercrombie. Let’s move to the question of sovereignty. 

Mr. Trump. And therefore that cannot be met. 

Mr. Abercrombie. Let’s move to the question of sovereignty 
then. You indicate that they don’t pay taxes. 

Mr. Trump. I didn’t indicate they don’t pay taxes. I said they are 
not paying taxes on casinos, and they are not paying taxes on 

Mr. Abercrombie. That is because the profits from it are to go 
to the reservations. 

Mr. Trump. Oh really? What about the $400 million profit 

Mr. Abercrombie. Yes, the profits by law. 

Mr. Trump. What about the $400 million profit that they get, the 
300 Indians? 

Mr. Abercrombie. If you would — Mr. Trump, if you would get 
less rhetorical and more back to the facts, I think we could get 
somewhere with this testimony. 


t 
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The profits go back to the reservation, go back for expenditures 
on behalf of Indians. Therefore, a logical person — you are the one 
who has brought up the question of, it stands to reason, and we 
have to use common sense — it is common sense that it is in the in- 
terests of Indian tribes to see that the games are run honestly, be- 
cause the more money that comes into the tribe, the more that can 
be spent on the reservation on behalf of Indian children, on behalf 
of elderly people, the same people that you have expressed an in- 
terest in. 

Mr. Trump. Respectfully, sir, I really don’t believe you under- 
stand, and if you do, then we have a bigger problem. 

What we have is, when the tough guys, the bad guys, walk on 
to that reservation, I really don’t believe that an Indian leader will 
be able to tell that gentleman to get the hell off. 

Mr. Abercrombie. Like you can. 

Mr. Trump. Like I can. You know why? Because I have a lot of 
backup. I have the United States Government, I have FBI, I have 
U.S. attorneys, I have all of these people as my backup. They don’t 
have the backup. They want to be sovereign. 

Mr. Abercrombie. .Have you read the gaming law? 

Mr. Trump. Yes, I have read the gaming law. 

Mr. Abercrombie. Then you know perfectly well that the tribes 
have at their ability to come in, the Department of the Interior, the 
gaming commissions, the States themselves under the compact reg- 
ulations. What you are saying is 

Mr. Trump. Have they ever done it? 

Mr. Abercrombie [continuing]. Is that they will not be able 
to — they certainly won’t be able to do it if they don’t get the co- 
operation of the States or of the Federal Government, and what we 
are here to see happens is that Indian tribes that have had their 
rights violated in every single instance with every single treaty, at 
least as far as this Member is concerned and I think this commit- 
tee is concerned and Members of this Congress are concerned, is 
not going to happen again. 

If you want competition, and you say you do, I think you are 
going to be able to get it, and they will come under the same kind 
of competition, under the same kind of regulations and vigilance as 
you are calling for. 

Mr. Trump. Sir, I think vou are kidding yourself, respectfully, 
and I would just like to add, you have in Connecticut a tribe that 
is going to make, I think, $500 million profit — profit — this year. I 
believe that tribe has 300 members, maybe it has 400, but it has 
a very small number of members. 

I would like to know, when you say they go back and they give 
the money to themselves and they reinvest, do you think it is ap- 
propriate that the 300 people who happen to have lucked out in a 
sense by having a reservation between Manhattan and Boston — do 
you think it is appropriate that that money be spent on those 300 
people, or do you think maybe, now maybe, that money should be 
spread for all Indians all over the Nation, many of which don’t 
have the luck of being next to Boston or New York City? 

Mr. Abercrombie. It is probably at least as appropriate as all 
the money that was taken in all the leveraged buyouts and the 
mergers and all the other kind of activity that took place 
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Mr. Trump. Right, and put a lot of people to work. 

Mr. Abercrombie [continuing]. Among the two or 300 people in 
New York City over the last decade and a half. 

Mr. Trump. And put a lot of people to work, sir. 

Mr. Abercrombie. So do the casinos. 

Mr. Torricelli. Mr. Abercrombie, may I respond to your points? 

Mr. Abercrombie. Certainly. 

Mr. Torricelli. I think that as you seek answers to your own 
questions. 

Mr. Abercrombie. I beg your pardon? I am sorry. 

Mr. Torricelli. As you seek answers in your mind to your own 
questions, 1 think there are several things you should keep in 
mind. 

First, we have the reality of an inspector general’s report which 
cites not the theory but fact that Indians themselves are being 
cheated by management companies and sometimes their own lead- 
ership to the tune of millions of dollars. 

Second, the principal problem of keeping organized crime off 
these reservations isn’t only one of law enforcement agencies find- 
ing them, but in many of these instances it isn’t even against the 
law. There is nothing, per se, against the law for an Indian tribe 
to go to a company to manage its casinos which has organized 
crime figures in it; no law is violated, no regulation. 

Third, on the question of the compacts, your point would be well 
taken on the question of the State compacts if everybody had a 
State compact and those State compacts all provided for what you 
cited. A third of the reservations have no compacts. Many of the 
remainder, as in the State of New York, as Mr. Trump cited, 
reached compacts under the pressure of Federal courts, tney did 
not want to do so, and all of them do not provide for the provisions 
that you cited. 

Therefore, the kind of agreements that you would hope would be 
in place, on money laundering, on background checks simply, trag- 
ically, do not exist. 

Mr. Abercrombie. Thank you, Mr. Torricelli. I think that is the 
reason that we are holding the hearings. I can assure you that this 
Member is paying close attention to what you are suggesting, is 
paying close attention to the suggestions from the IRS and the 
other law enforcement individuals that have appeared before us, 
and as far as I am concerned, I think if we can address those prob- 
lems, then maybe many of the contentions now being made will be 
taken care of. 

Finally, let me say for the record that 1 think that while the pas- 
sion involved in this discussion to this point is understandable, I 
think it is a disservice, at a minimum, to the Indian tribes which 
have come under the gaming law as passed in 1988 to indicate that 
they would be any less interested in keeping organized crime out, 
any less capable of making that kind of commitment, and that it 
is a vestige of a patronizing attitude, not from you, Mr. Torricelli, 
but a vestige of a patronizing attitude on the part of the general 
public should they accept Mr. Trump’s contention that they are in- 
capable of dealing with this situation, of presumably even wanting 
to deal with this situation. That I do not think will succeed with 
this committee, and as far as that is concerned, Mr. Trump 
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Mr. Trump. I never said that, sir, and I think you know I never 
said that. 

Mr. Abercrombie. If you want to pursue that line of reasoning, 
if you want to pursue that line of argument with the public, I can 
guarantee you that it is not going to succeed in this Congress. 

Mr. Torricelli. I don’t think, Mr. Abercrombie, that anybody be- 
lieves the Indian tribes do not want to keep organized crime off the 
reservations. They have a greater incentive to keep them off the 
reservations than any of us have. We understand that, I think it 
is Mr. Trump’s testimony that, given the use of force and intimida- 
tion, it is very difficult tnat, even if known, but largely the problem 
is that it is not known. 

I spoke of the insidious ways that organized crime tried to work 
its way into Atlantic City. It took an extraordinary effort to expose 
it. I think it is our combined belief that that is just very hard to 
do without the resources. 

Finally, Mr. Abercrombie, I want to note to you that in what I 
think is the only bill before the committee dealing generally with 
the problem of corruption in Indian gaming, my legislation calls 
completely for equity. I do not eliminate opportunities for Indians, 
only put all citizens on the same basis with the same regulatory 
responsibilities and rights, no special advantages, but certainly no 
discrimination. I would not be a part of discrimination against any- 
one, and I would invite you to review my legislation. I think you 
will see it is fair from that perspective. 

Mr. Abercrombie. As I indicated, in conclusion, Mr. Chairman 
and Mr. Torricelli, I am paying close attention to your legislation 
and will fully take it into account, I can assure you. 

Mr. Torricelli. Thank you. 

Mr. Richardson. The chair recognizes the Minority Member 
from California, and I would ask that the gentleman from Hawaii 
chair briefly. 

Mr. Calvert. Thank you, Mr. Chairman. 

Mr. Torricelli, as you know, I am from California. We are near 
another gambling area that is even larger than Atlantic City, Las 
Vegas. There are lots of people who would like to own a casino in 
Southern California. I believe 50 cents out of every gambling dollar 
that goes to Las Vegas, I have been told, come out of Southern 
California or California. So there is a lot of pressure in California 
to put Class 3 gaming. At the present time in California we only 
have Class 1 ana Class 2 gaming. 

As I understand it, the National Indian Gaming Commission can 
only regulate Class 2 gaming in California, yet in San Diego we 
have reservations involved in what anyone would define as Class 
3 gaming. 

I also understand that no regulation of any kind is taking place 
on the revenue that is being generated out of that Class 3 gaming. 
The sourcing for the slot machines, the revenue that is generated 
from those machine, it is not under the purview of the National In- 
dian Gaming Commission to regulate Class 3 gaming because Class 
3 gaming is not allowed in California. Sq we have a significant 
problem. 

In California also, near my district, in Palm Springs, the 
Caliente Indians have entered into an agreement with Caesar’s 
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would to build an 80,000-square-foot casino in downtown Palm 
Springs. There are other mcgor casino operators who are now ac- 
tively looking around Southern California to get involved in casinos 
in Southern California believing that they can get into Class 3 
gaming. 

1 am hopeful, because I have talked to the district attorney, and 
■. know our chairman has, and to the governor of the State of Cali- 
fornia, who is veiy concerned about Class 3 gaming coming to Cali- 
fornia, and we want to stop that, and that is one of the reasons 
that I am supportive of your legislation. 

But do you have any comment on that? Why isn't the Federal 
Government, the FBI, the Justice Department, stopping Class 3 
gaming in California if, in fact, it is not allowed? 

Mr. Torricelli. I think largely, Mr. Calvert, in defense of the 
FBI, they haven’t been given the mandate or even the authority. 

It was never the intention of this Congress, in my judgment, it 
certainly was not the intention of this Member, in an attempt in 
the Indian Gaming Act to restore equity to Native Americans, to 
allow them to have the special advantage of operated casinos out- 
side the purview of the law, but indeed that is largely what has 
happened. 

Tnis is something almost unique in American economic history. 
We created an industry which now we must return to regulate, 
rather than at its inception devising a regulatory scheme. Whether 
or not we can do it, I do not know, but it is largely, I think, out 
of control. 

Mr. Calvert. The big guest problem in California, I think, we 
have 94-plus Federally-recognized tribes in the State of California, 
more than any other State in the Nation by a wide, wide margin. 

I have listened to the testimony on enforcement. If, in fact, Class 
3 gaming to California, which some argue may happen, how are we 

f oing to regulate Class 3 gaming in the State of California with 94 
'ederally-recognized tribes spread throughout the State of Califor- 
nia from urban areas to rural areas, with the limited manpower of 
law enforcement that we have today? 

We have a crime bill that is up; we are arguing over dollars to 
fund that. How are we going to fund regulating 94 Federally-recog- 
nized tribes? And, in fact, could that even occur? 

Mr. Torricelli. Mr. Calvert, the fact is, you are not. The re- 
sources would be so vast, the manpower so enormous, it probably 
is not possible. I think that is part of the testimony that was pre- 
viously given. In Atlantic City and Las Vegas, we nad the advan- 
tage of defined geographic areas and a limited number of partici- 
pants. 

We are now, today, discussing 125 Indian gaming establish- 
ments. We could well in the next century have a thousand, based 
on the number of tribes and the applications. The kind of control 
we have seen in the past simply will not exist in the future. 

Mr. Calvert. Thank you, Mr. Chairman. 

Mr. Abercrombie [presiding], Mr. Miller. 

Mr. Miller. Thank you, Mr. Chairman. 

In my 19 years on this committee, I don’t know when I have 
heard more irresponsible testimony than I just heard from this 
panel. You have cast upon the Indian nations of this country a 
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blanket indictment that organized crime is rampant on their res- 
ervations. You have suggested that the corollary to that is that 
where there are compacts somehow State governments are party to 
that without their knowledge, in spite of the FBI testimony that 
this is not a significant problem. 

Mr. Jrump, in one sentence you say, They are the most capable 
of agencies,* and that you are not a law enforcement expert, and 
then you tell us that you have superior knowledge to their knowl- 
edge about the extent of organized crime on Indian reservations. 

I just find it incredible. This hearing is held for the purposes of 
recognizing that Indian gaming does present an opportunity to or- 

S anized crime, to members of the tribe who have larceny in their 
eart, and to people who do business with them who want to take 
advantage of tnem however, and everybody recognizes that. 

So to come here and to suggest that you have some additional 
knowledge of the extent of organized crime beyond what the FBI, 
the IRS, the Treasury, and others have suggested, and then to sug- 
gest the reason you have that is because you know this — you don't 
know this; you suspect this perhaps, you don’t know this, because 
it is just — you know, it is just not there; it is just not there. 

The list of cases that you hold up, a substantial portion, because 
I can’t tell because they come from newspaper reports, are previous 
to this law when many of these activities were illegal in and of 
themselves, they were being challenged in courtr— 1986, 1984, 1981. 

You tell us that somebody had somebody run their gaming oper- 
ation on the Barona Rancheria but he couldn’t get a license from 
the Nevada Gaming. We don’t know why. We don’t know why he 
was disqualified in Nevada or whether that is grounds for disquali- 
fication. It may be. I am not presenting the evidence, you are pre- 
. senting the evidence. 

But you are suggesting that each an every one of these cases in- 
dicate organized crime, that they indicate a lack of sophistication. 
In fact, many of these cases were brought because the Indian tribes 
themselves went to law enforcement agencies. They discovered they 
were being duped, you know, and to equate them — to equate them 
now with an industry in New Jersey or Nevada, you know, to the 
tune of hundreds of millions of dollars in the month — what did you 
take in September, $200 and some million in New Jersey? We are 
all aware of this. 

Mr. Trump, you are quite wrong. They have every right to go to 
the FBI, the U.S. attorney, the Treasury Department. We nave 
Federal trust relationships which give them direct access. 

Mr. Trump. They didn't in these cases, sir. 

Mr. Miller. You don’t know that. 

Mr. Trump. Well, they are cases, they are convictions. You can 
go and get the case number. 

Mr. Miller. The Rincon case was brought by the tribe, one fac- 
tion of the tribe that said, “We are being ripped off by another fac- 
tion of the tribe, and they are trying to get organized crime in 
here.” They went. 

Mr. Trump. We have got many cases. Sir, we have got many 
cases in here. I don’t think you have seen them. 

Mr. Miller. I am sure you do. There are many cases in your in- 
dustry where you didn’t go, law enforcement came through the door 
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before you went through their door. But are we £oing to have a 
blanket indictment of all casino owners? As a politician, you know, 
1 am kind of sensitive to the word “all.” 

Mr. Trump. I certainly never said that, and I certainly don’t ap- 
preciate the fact that you are putting words in my mouth because 
it is incorrect, and I nave great respect for the Indians, and if I 
were — and if I were running a reservation and was under the aus- 
pices of this ridiculous Act that was passed, I would have the same 
difficulty as the Indians keeping organized crime out, I, me. So that 
is not a blanket 

Mr. Miller. When you don’t know— you don’t know. 

Mr. Trump. Excuse me, sir. That is not a blanket indictment of 
anybody. 

Mr. Miller. You don’t know that they are having a difficulty. 

Mr. Trump. Well, you can’t know when you have no FBI agents 
assigned to the Indian reservations, sir. 

Mr. Miller. You don’t have any FBI agents assigned to you. 

Mr. Trump. Oh really? How many FBI agents are in Las Vegas 
right now? How many FBI agents are assigned to Atlantic City? 
Why didn’t you ask that question? 

Mr. Miller. Why are they there, Mr. Trump? They are there be- 
cause they think there is organized crime. 

Mr. Trump. They are there to stop crime. So why aren’t they 
there with respect to the Indian reservations? 

Mr. Miller. Because they believe that your industry is attractive 
to organized crime. 

Mr. Trump. Look, you have got a totally closed mind on the sub- 
ject, sir. 

Mr. Miller. No, no, no, I don’t, Mr. Trump. 

Mr. Trump. We could walk in here with the greatest proof in the 
histoiy of the world, and frankly, your mind is so closed, for what- 
ever reason, that I can’t believe it. 

Mr. Miller. But you don’t have them? You don’t have them? 

Mr. Trump. If you really want to study this, when you tell me 
that there are no FBI agents assigned to the Indian reservations 
and yet you have tremendous numbers in Las Vegas and Atlantic 
City — tremendous numbers, in fact, two of their largest places — I 
want to tell you something, you have a long way to go, and, for 
whatever reason, you have a closed mind. I don’t know why. Per- 
haps you could tell me. 

Mr. Miller. No, Mr. Trump. I have a closed mind aga : nst evi- 
dence that is not substantiated. I have a closed mind against state- 
ments that are made about other people in generalities. 

Mr. Trump. You are going to be very embarrassed in two years, 
sir. 

Mr. Miller. I have a closed mind if you go on a radio show and 
you say, “Now some drunken Indians want to come down here an 
open a reservation.” 

Mr. Trump. I didn’t say that, sir. Quote it. I didn’t say that. Who 
said that? Who said that? 1 would like an apology right now, be- 
cause I didn’t say that. 

Mr. Miller. Imus opened the broadcast — excuse me, Mr. Imus 
said that. 

Mr. Trump. Okay. Could I please have an apology? 
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Mr. Miller. You can have an apology. 

Mr. Trump. Thank you, sir. 

Mr. Miller. Is this you discussing Indian blood: “We are going 
to judge people by whether they have Indian blood,” whether they 
are qualified to run a gaming casino or not? 

Mr. Trump. That probably is me, absolutely, because I’ll tell you 
what, if you look — if you look at some of the reservations that you 
have approved — you, sir, in your great wisdom, have approved — I 
will tell you right now, they don’t look like Indians to me, and they 
don’t look likelndians. Now maybe we say politically correct or not 
politically correct. They don’t look like Indians to me, and they 
don’t look like Indians to Indians, and a lot of people are laughing 
at it, and you are telling how tough it is, how rough it is, to get 
approved. Well, you go up to Connecticut, and you look. Now, they 
don’t look like Indians to me, sir. 

Mr. Miller. Thank God that is not the test of whether or not 
people have rights in this country or not, whether or not they pass 
your look test. 

Mr. Trump. Yes. It depends whether or not you are approving it, 
sir. 

Mr. Miller. No, no, it is not a question of whether I am approv- 
ing it. It is not a question of whether I am approving it. 

Mr. Trump, do you know in the histoiy or this country where we 
have heard this discussion before: “They don’t look Jewish to me.” 

Mr. Trump. Oh really? 

Mr. Miller. “They don’t look Indian to me.” “They don’t look 
Italian to me.” And that was the test for whether people could go 
into business or not go into business, whether they could get a 
bank loan: You are too black; you are not black enough. 

[Transcript of Imus broadcast follows:] 
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DONALD TROKP 

BROADCAST EXCERPT 


DON XKOSt It' s 8; 30 exactly here at HP AN in New 
York, and here with us now, Donald Tru^p. Good rooming, Donald. 

DONALD TRUMP: uow you doing, Don? 

IMDSi I'm fine. How are you? 

trump i I'm vary good. Thank*. 

XKUSi So what is thie now?. A hunch of these 
drunken Injuns want to open a casino down there in New Jersey? 

TRUMP i Hell, it's a battle that we're fighting and 
X think it's being successfully fought. A lot of the reservations 
are being, in soot* people's opinion, at least to a certain extent 
run by organised cries and organised crime elements, as you can 
imagine. There's no protection. There's no* anything. And it's 
. become a joke. It's become a laughing joke. And tbs politicians 
around 1987 passed a law where the Indians can have virtually 
unsupervised casino gaming. So we're in there fighting it 
and I think we're Hiking a lot of progress. I chink you'll see 
some very major things happening over the next couple of months. 

IMTJSt Zn your mind, is there any legitimacy in them 
being allowed to have casinos in states where there aren't now 
casino, like say Connecticut? 

TRUMP i I think it*e up to the* states. X mean, one 
of the things we did is bring a lawsuit and say it’s stated' 
rights. As an example. Governor Cuomo in New York didn't want to 
have the Indians having casinos. The churches didn't want ic. It 
knocks out the bingo. It knocks out the charities. It knocks out 
a lot of other things. So what they did is they filed suits and 
they filed everything else, ultimately, the Governor of New York 
*was forced to pass this horrendous situation chat's taking place in 
upstate New York. I think it's going to be changed and X think 
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it's going to be changed fairly quickly, Don, 

IMOSi So will Indiana be allowed to open casinos 
here in Now York? 

TRUMP i Z think it's going to bo unlikely within the 

next year. 


IMUSr Okay. This io just tty opinion, but I don't 
think it makes sense to anybody to have Indians operate casinos in 
New Jersey. 


TRUMP: General George Custer was against it also 

and looked what happened to him. 

iMUSt But in New Jersey -- obviously you have three 
casinos -- you already have casinos. 

trump t Right, but the difference is I pay taxes. 
The .Indiana aren't paying any taxes. The Indiana aren't putting 
anything back into what's happening. The funny thing is Cuomo was 
forced to put -- and now all of a sudden they send bin certified 
letters, “We want bridges. ■ 

They call it the sovereign nation. They call it a nation, 
this great sovereign nation, the Indian tribes. All of a sudden, 
it's nations. 

Before it wasn't a nation, before gambling. Now it's this 
great sovereign nation, we protect, we do this, we do that, but 
when it comes to gambling, it's a sovereign qation. 

So it's really a double standard and no taxes are paid. No 
supervision's there, tremendous crime, and most of the Indians 
don't want it themselves. The leaders -- you. know, all chiefs and 
no Indians, and the leaders vane it for the obvious reason, but I 
think it's something that's going to end or is certainly going to 
be supervised very, very stringently. 

i 

IMUSt Would there be any reason, if push comes to 
shove, for you to become a member of these tribes? 

TRUMP* Well, I think if we lost various things, I 
would perhaps become «ui Indian myself. 

XMUSi You know, do one of those Robert Bly deals. 

TRUMP: Well, I think I might have more Indian blood 
than a lot of the so-called Indians that are trying to open up the 
reservations. 

« 

I looked at one of them -- well, I won't go into the whole 



story* but I can toil you* I said to him, M think X have ma re 
Indian blood in ne than you have in you.* And ho laughed at no and 
ha sort of acknowledged that I was right, b*it it's a joke. It's 
really a joke* 

IKUS: A couple of these Indians up in Connecticut 

look like Michael Jordan, frankly. 

TRUMP: X think if you've ever been up there, you 

wox»ld truly say that these ere not Indiana. One of then was 
telling me Ms name is Chief Running Water Sitting Bull, and I 
said, "That' a a long name.* He said, 'Well, just call me Ricky 
Sanders.' So this is one of the Indians. 

I'll tell you* they got duped in Washington and it's just ooe 
of those things that we have to straighten out. It's the 
neverending problem of -- 

IMOS: having to straighteii things out. 

TRUMP: One of the big things that I'm working on is 
8 port a betting in Hew Jersey and we have a van over there named 
Chuck Hytian who turns out to be a disaster for the people of New 
Jersey because this would mean tremendous ta^es and tax revenues. 
I don't know what happened with the bookies or whoever. I don't 
know who spoke to Hytian. I have no Idea* but ! he' a single-handedly 
-- he's a Speaker and he's got some power over there, at least now, 
and he's single-handedly stopping sports betting, and everybody in 
Hew Jersey wants it and it's disgraceful and it's m great 
opportunity for Atlantic City. It's a great opportunity for New 
Jersey. 

% 

And the senior citizens and New Jersey will get tremendous tax 
revenues from it. So for all of you folks that know Speaker Chuck 

Hytian, call him up and blast the hell out of him. 

% 

IMOS: Well, our opposition on sports betting is as 

long as the players get to bet, they might as well let the fans, 
you know? 

T 

TRUMP r Well, the players betu That's absolutely 
true, and I'm sure it'll probably increase, the ratings of your 
particular station quite a bit if they had sports betting in New 
Jersey. 


IMUS: It's, not that I want tq be like Mike. It's 

1 want to bet like Mike. 

TRUMP; Yeah, right. Maybe ypu don't want to bet 

like Mike* 
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XMUS: Maybe 2 can win once in a while. What else 

is new with you? 

TRUMP: Nothing. Things are going great. We're 

just in the process o £ doing eooe incredible things. Trump Plata's 
doing something great and the hotels in Atlantic City have done 
record* setting business. The Taj Mahal, when they thought Trump 
wae finished, "Trump is over. He's history," and everything, I was 
opening up the Taj Kahdl and they said it could never do the hind 
of numbers projected, and it's doing substantially greater than 
anything ever projected. So it's really become the success of 
the industry. 


IMUS: You sound like a Trump P.R. guy, but you 

netted 14 million dollars or southing last month. 

TRUMP: We made a gross operating profit of 14 

million dollars, which was twice what the projections were at their 
highest, and they von 41 million dollars last month at the Taj 
Mahal. And the other casinos are doing propoft innately -- they're 
much smaller, but proportionately equally as well. 

IMUS* what 'a the status with your marriage? Are 
you still getting married? 

TRUMP: Oh, I'm doing great. It's really fantastic. 

IMUS: Yeah, but axe you getting married? 

TRUMP: That might be the most difficult question 

you've asked me so far. See, the Indian problem is a much simpler 
problem. That can be solved. 

IMUS i Maybe you can have one of those traditional 
tribal ceremonies. 

TRUMP* That's right. Maybe that would be the beat 
way to do it. That way, it wouldn't be an authorised marriage. 
Therefore, I could claim marriage without any of the liabilities, 
right? 

IMUS * That's what 2 was going to say. 

TRUMP: "What are you talking: about? I never got 

married.* 

IMUS: "I gave her 9ome beads apd that was basically 

about it." 

TRUMP: *1 can get sued for nine billion dollars* but 

what do you mean? The marriage is forget it. I have a great 
relationship. 
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IMUSi It * o a work in progress. 

TRUMP ! Huh? 

IMUS * it's a work in progress. 

TRUMP: It's a work of art in progress. 

IMUS: That's right, a work of axe la progress. 

TRUMP* That's exactly correct, how are you doing 
on your social front? Do you have a new beautiful girlfriend yet? 

IMUSi Well, you know, they cooe and they go, 

TRUMP: At least with you, I know it's definitely a 
girlfriend, okay? 

IMU8; At this point, yeah. 

TRUMP: With a lot of people, we don't know. 

IMUS: Donald, always nice to talk with you. Good 

luck and many (noon coma Choctaw. 

TRUMP: Thank you very much. Bye. 

IMUS t It's 8*36, 24 till 9*00/ Inus in the Morning. 


TOTft- P.C6 
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Torricelli gambling bill 
a prize-winning insult 

W ith Father's Day almost Chief Ronald "Rod -Bona" Van 
upon ua, the judge* are Dunk- Tha chief it trying to 
taking nominations for steer dear of tha rumbling 


W ith Father's Day almost 
upon us, tha judges are 
taking nominations for 
Father of the Year. 
Benevolent Crest White Father 
of tha Year, that is. 

I suggest Rep. Robert 
Torricelli 

The Englewood Democrat on 
Wednesday introduced a bill 
aimed at riving stales more 
power to umit rambling 
operations run by American 
Indian tribes. It was immediately 
denounced by the head 
of tha National Indian 
Gaming Association as 
"economic racism." 

But racism, 
economic or otherwise, 
by itself is not enough 
to get you the 
BGWFOTY Award. For 
that, you must include 
patronizing and 
paternalistic 
justifications. You have 
to literally add insult to 
injury. 

And so, beyond worrying about 
competition for Atlantic City 
and oeina concerned about 
organized crime (non-bensvol»nt 
white fathers) using the tribal 
casinos as money*laundering 
fronts, Crest White Father- 
nominee Bob, and the Nevadans 
sponsoring th« Senate version of 
the bill, are motivated by 
concern for the Indian people 
themselves. 

"Casino gambling U the . ' 
cultural genocide of Native • ' 
American*," Torricelli said in 
announcing the bQL ‘This. will • 
destroy wnst remains of the 
Native American culture." 

On what euthority does he aey 
this? 1 asked Torricelli on 
Friday. 

“We are repeating what we are 
getting from Indians themselves" 
— Indians who work in 
reservation schools and health* 
care clinics >— be responded. 

- The reservations wtre . 
established by the UB. 



LISA 8* 
BAIRD 


Chief Ronald "Red -Bone" Van 
Dunk. The chief is trying to 
steer clear of the gambling 
question ae his tribe, whose 
members live in North Jirsey 
and southern New York, pursues 
its quest for federal recognition. 
But he was so moved by the 
congressman's concern for his 
people and their culture that he 
had to respond. 

‘They're going to help the 
poor Indians — by not 
letting them do 
anything to enhance 
their livelihoods," the 
chief said. "Like they 
helped them out there 
in Arizona, when they 
found gold. Helped 
them nght off the 
land." 

"That is probably 
one of the most 
ridiculous things I've 
ever heard." says Tim 
Giago, an Oglafa Sioux 
who is publisher of Indian 
Country Today, a national 
newspaper based in Rapid City, 
S.D., near the Fin* Rklge 
reservation, where tribal 
business, worship, and the like 
are conducted in tbe native 
language and where the culture is 
holding its own despite centuries 
of help from Great. White 
Fathers. 

"Just the opposite is trus," 
Giago eaya. “Whir# does the 
money from tribal casinos go? It 
goes into scholarship# for our 
students, retirement funds for 
our elderly people. It goes into 
buying back the land, to support 
the Indian colleges — which is 
where the language and the 
culture is taught" 


T 


o make Indian- run gaming 
subject to the control of 
individual governors, 

Giago says, is like “putting 

» e m . % * 


• ; Ir ^ wdo a ngn* anouz tnoai . 

Itaiboj free of tuti i oi iy-, « fcMinort Sttm life that »iouM 

pSvenmMDt regulation frj.***- . ■>: W upllo. th«.trife] councils to 

M^ortfoMoi r ' c* • ’ alda*. 


enforcement" *- * ' f >v 
"Tlds isn't an answer for the 
economic problems of the 
Indians," he told me. . 

Does anyone second the 
nomination? 

"It's the back- door approach 

— you know, killing with 
♦ • • •» - 


/ Anyway, back to the* ; 
nomination. Torricelli's 
statement, Giago says, "is very 
paternalistic." 

' 1 Exactly what the BGWFOTY 
iodee* are loo Vine for. 



The wrong \ 

* < 

Editor, The Record: 

I was quite dismayed by recent arti- 
cles about Donald Trump wanting to 
open on amusement pork in the mead' 
owhwds and hi* tight against the 
American Indiana opening their own ca- 
sinos. 

Trump is crying that if casino* open 
up in New York State and Connecticut* 
places such a* the Catskills would put 
Atlantic City out of business. Trump is 
obviously aJYaid of a little (native) 
American competition, and lacks cre- 
ative investing ideas. Trump should put 
his efforts into making Atlantic City 
more appealing to tourists instead of 
fighting the Native Americana. Here ore 
some suggestions: 

+ Instead of opening air undersized 
amusem ent park in a overcrowded area, 
build on amusement park that rivals 
/Disney World kt Ailsatic^ty* ■ • . 

' v # Buy a pmiessioda^sbmts franchise 
and locate it m Atia^lfclvity* 'For cxafn-;. ; 

■ pie, if tho.Nets mo^t^A^t^antic City,',;./ 

; I.the casinos could luravisUorii by giving ■ - 
outcbmpKmentaiy tibEftWffebuId also 
v benefit ^e^J^fraiKhUa;pwuse the 
* team would always be playing in front of 
a packed housb. 

• Try producing television shows in 
front of a live audience. I f the show is a 
hit, people would blocking at the op- 
portunity to watch the taping, much as 
they do for Saturday Night Live, Late 
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Night with David Lctterman, and the 
old Cosby show.. 

Trump should put his energies in mak- 
ing Atlantic City the vacation capital of 
the country. 

LAWRENCE H. MADNICK 

' , Fort Lee 


Editor, '’'he Record; 

It was interesting to see that Don- 
ald Trutnp recently filed a lawsuit 
ogoinst the Indians in federal court 
in Newark. Trump is angry because 
the Indian Gaming Act allows tribes 
to run casinos on their reservations 
without state interference. Trump 
does not like the competition. # 

It is more than ironic to bear 
Trump call tko/gaxning.aci "unfair "• 

He talks, about Wantip^t^ VWvel Odt 
the playmg fields J oui\Trump' basoevr < 
er been, on a t«v4 playing ‘field jn^his 
life. Trump f kndW»*nothing^sbout r fair- 
nsse^ biKSU^ifalhii^&nb^ £‘* - • t - 

_ . i .fn % * 


would bet that Trump, has never ven- 
tured onto an- Indian reservation. If 
he did, and he could bear to be away 
from his limousine long enough, he 
would find levels' of poverty unparal- 
leled in America. Unfortunately, 


'MI* 


J * * . i .• . $ « 



.tb! 

5f : 

■ <r 

"f ' 

:: s. ! 


r 1 
:■* 

.... 
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tbf*e unPs^lwSKWW^® 1 .^''. «J i'*' 
forced many wdianjfrjbc* to conwd; . U, 


. ber that every square inch qf soibthat ■ !* 
his wini^s touch was stolen. from *. '• 

the Indians.. . - - v ; . : 

THOMAS J. BALLANCO 

. MonlvoJe j 
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Mr. Trump. I want to find out — well, then, why are you approv- 
ing — you are approving for Indian. Why don’t you approve it for ev- 
erybody then, sir? If your case is nondiscriminatory, why don’t you 
approve for everybody? You are saying only Indians — wait a 
minute, sir. You are saying only Indians can have the reservations, 
only Indians can have the gaming. So why aren’t you approving it 
for everybody? Why are you being discriminatory? Why is it that 
the Indians don’t pay tax but everybody else does? I do. Why is it 
that I pay tax? Why is it that senior citizens get tremendous bene- 
fits from the taxes that a certain industry does but the Indians 
aren’t contributing to that? Why aren’t the Indians — excuse me, sir. 
Why aren’t the Indians that are making all the money in Connecti- 
cut, which is the most successful of the Indian reservations — why 
aren’t they spreading the wealth with the other Indians, sir? Why 
don’t you do something for the other Indians that are living in total 
poverty? Because — you know why? Because their reservation is too 
far away 

Mr. Abercrombie. Mr. Trump, if you will give the chairman a 
chance to answer your questions, I am sure he will. 

Mr. Trump. I am sure he will, absolutely. 

Mr. Abercrombie. Well, don’t ask the questions if you don’t 
want an answer. 

Mr. Trump. I think I know the answer from him. 

Mr. Miller. Well, no, no. Let’s go through it. 

Mr. Trump. Why don’t they spread the wealth? That is the ques- 
tion. 

Mr. Miller. Mr. Trump- 

Mr. Trump. Why don’t they spread the wealth? 

Mr. Miller. Mr. Trump— Mr. Trump, it is iny time. 

Mr. Abercrombie. Mr. Trump, the chairman has the time now. 

Mr. Miller. Mr. Trump, why don’t the Indians spread the 
wealth to the other Indian nations that don’t have gambling when 
they don’t have a responsibility to? You cite that one of the great 
benefits is that New Jersey senior citizens can get prescription 
drugs at $5. What about the Pennsylvania senior citizens that 
leave their money in New Jersey? What about the Washington, 
D.C., senior citizens that leave their money in New Jersey, the peo- 
ple from New York and Connecticut, the people you are there to 
attract? What about all of our constituents from California that go 
to Nevada and leave their money there? Why don’t they get $5 pre- 
scriptions? 

Because you don’t have a legal obligation to do so. You did so be- 
cause you wanted gaming to come to New Jersey. This was a nego- 
tiated agreement. The Connecticut agreement is a negotiated 
agreement between the State of Connecticut and the tribe in Con- 
necticut. 

Mr. Trump. Hardly negotiated, sir. It was really forced down peo- 
ple's throats, wouldn’t you say? 

Mr. Miller. Okay, now, let's 

Mr. Trump. Do you think Governor Weicker — do you think Gov- 
ernor Weicker— do you think Governor Weicker considers that a 
negotiated agreement, sir? 
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Mr. Abercrombie. Mr. Trump, let \ 

Mr. Trump. Wasn’t that forced down his throat? 

Mr. Abercrombie. Mr. Trump 

Mr. Miller. Mr. Trump 

Mr. Abercrombie. Mr. Chairman and Mr. Trump, you asked a 
series of questions. The chairman is going to give you the answers. 

If you would kindly let him complete the answer, then you can go 
on. After this colloquy, then I am going to move ahead. We have 
other panels here. 

Mr. Miller. You asked the other question, why did the Indians 
get the reservations? 

Mr. Trump. I didn’t ask that question. 

Mr. Miller. Weil, you said wny do we discriminate? 

Mr. Trump. No. I said — I didn’t ask that question. 

Mr. Miller. Okay. You ask the question again. 

Mr. Trump. Do you want me to ask another question? 

Mr. Miller. No. Ask that question you asked. 

Mr. Trump. I said to you, you have a group of Indians, I think, 
that has a reservation in Connecticut that is making, I believe, per- 
haps in excess of $500 million. There are a total of 400 people or 
300 people, or a very small amount of people in that particular 
tribe. To make $500 million for 300 people, 1 ask you — and this is 
a Federal pact, this is done with the auspices of your office and al- 
lowed through the auspices of your office — why isn’t that wealth, 
if you are so concerned, sir, about the Indians, which I think you 
should be, and I think it is a great concern — if you are so concerned 
with the impact and the welfare of the Indians, why do you allow 
300 people to make $500 million? Why don’t you say that that 
money has to be distributed around so that otner people can be 
helped, so that medical care in other locations in the United States, 
where you have Indians that are truly living in poverty, so that 
they can be taken care of? How can you allow this to happen? 

And what we are really doing, and getting off the subject— you 
know and I know that this is going to blow. 

Mr. Miller. No, Mr. Trump, I don’t know that. 

Mr. Trump. Oh, you don’t know it? 

Mr. Miller. No. 

Mr. Trump. Well, I’ll tell you what, I’ll see you in about two 
years, and we will see who is right, sir. 

Mr. Miller. Well, let’s go down that— just for a second, Mr. 
Chairman. 

Mr. Calvert said — what did you say, Caesar’s, is looking for a 
management agreement? You have tried to get a management 
agreement 

Mr. Trump. I have not. 

Mr. Miller. You have not? 

Mr. Trump. I have not. 

Mr. Miller. Your corporation hasn’t 

Mr. Trump. I have not, sir. That will be your second apology, I 
hope. I have not tried. 

Mr. Miller. Well, I have a letter here from Mr. Bunce who talks 
about your various contacts regarding the possibility of your in- 
volvement in a venture, the Agua Caliente, and I will r 
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Mr. Trump. Mr. Who? 

Mr. Miller. Mr. Bunce, in his capacity as legal counsel. I will 
enter this into record. 

[The information follows:] 
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AFFIDAVIT 

STATE OF CALIFORNIA ) 

) 

COUNTY OF RIVERSIDE ) 

Richard K. Milanovich, being first duly sworn on his oath, 
deposes and states as follows: 

1. I am now, and at all relevant times mentioned herein have 
been, the duly-elected and serving Chairman of the Tribal council 
of the Agua Caliente Band of Cahuilla Indians (hereinafter, the 
"Tribe"). The Tribe is a federally-recognized Indian tribe whose 
federal Indian reservation is located in and around Palm Springs in 
Riverside County, California. 

2. This Tribe has not yet offered or engaged in any form of 
gaming (other than Class I traditional gaming) . The membership of 
the Tribe voted in January of 1992 to direct the Tribal Council to 
enact an ordinance for the conduct of Class II and Class III gaming 
for the benefit of all Tribal Members, The Tribal Council 
solicited proposal for this purpose in mid-1992, screened them, 
interviewed prospective operators, and selected a subsidiary of 
Caesars World, Inc. for this purpose in August of 1 ' j 92 . After 
considerable negotiation, the Tribe entered into a management 
agreement with this subsidiary in July of 1993, and has submitted 
it to the National Indian Gaming Commission in August of 1993, 
along with a gaming ordinance, for its approval. 

3. Prior to early February of 1993, I had had no dealings or 
contact of any kind with Donald Trump or his organization. 

4. In early February of 1993, I received one or more 
telephone calls from Mr. Donald Trump at the Tribal Office. I have 


84-760 0-94-9 





no record of them because I was in and took the call, rather than tli***’* * 

TO 

receiving a written message. Mr. Trump told me that he was^in town 
for the Bob Hope Desert Classic Golf Tournament, and that he wanted 
to stop by the Tribal Office to see me. I agreed to such a 
meeting. 

5. Mr. Trump appeared at the Tribal Office at about 5«00 p.m. 
on a day which I believe was probably February 11 or 12 , 1993. He 
met with me, then Vice-Chairman Mildred Browne, and then Secretary 
Ray L. Patencio. The meeting lasted 30-45 minutes. 

6. At this meeting, Mr. Trump stated to us that he was well 
aware of this Tribe's previous announcement that it was negotiating 
a management agreement with Caesars World, Inc. for a tribal gaming 
facility to be located on the Agua Caliente Indian Reservation in 
or near Palm Springs, California. He asked if any final agreement 
had been reached because, if none had been reached, then he would 
like to discuss the possibility of such a venture between the Agua 
Caliente Band and his organization. He described his and his 
organization's experience in gaming, and told us how his political 
and other connections could cut through bureaucratic red tape to 
gain the necessary approvals quickly for such a venture. 

7 • Our answer to him was essentially thanks, but no thanks. 

We explained that, although no such final agreement between the 
Agua Caliente Band and Caesars World, Inc. had been reached, such 
an agreement was currently being negotiated. As long as we were 
bargaining with Caesars World, Inc. we felt we were obligated to 
see that process through, rather than considering any other 
operator, although we might be willing to discuss such a 
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relationship with others if and when negotiations with Caesars 
World , Inc, fell through. 

*8. Hr. Trump's response was cordial. He said he understood 
our position and asked us to keep him in mind if our dealings with 
Caesars World, Inc. reached an impasse. We told him that we would. 
He then left. 

9. On February 22, 1993, at 3i40 p.m., at the Tribal Office, 
Mr. Trump called me. I was not in at the time. My secretary took 
a telephone message, , asking me to return Mr. Trump's call at 212- 
308-7868 or 212-832-2000, and to ask for Rona. A copy of this 
telephone message is attached as Exhibit A. 

10. During March of 1993 there was at least one other 

> 

telephone conversation to me at my home in Palm Springs from Mr. 
Trump in New York, but I cannot locate any confirming documentation 
regarding it at this time. 

11. On March 25, 1993, at Ilil2 a.m., Mr. Scott Xasen, 
Director of Special Projects for the Trump Organization, called me 
at the Tribal Office. I was not in, but my secretary took a 
message to the effect that Mr. Trump had asked him to call me. A 
copy of this telephone message is attached as Exhibit B. 

12. As an apparent follow-up to this call, Mr. Kasen wrote a 

letter to Tribal Secretary Ray L. Patencio, dated March 26, 1993. 

It arrived on March 29, 1993 by DHL Courier Service. Copies of the 

letter and the shipping label are attached as Exhibits C and D. 

The point of this letter was, as it states in its third paragraph! 

It is no secret as to why I telephoned. I 
called you to express Mr, Trump's interest in 
working with the Agua Caliente Band of Cahuilla 
Indians to construct and operate a first class 
casino on the tribe's reservation. 
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13. I returned this call by calling Mr. Kasen at 212-832-2000 
at It 59 p.m. on March 30, 1993. A copy of the Tribe's telephone 
bill for this call is attached as Exhibit E. The call was short, 
because I just repeated our previous position. 

14. Mr. Kasen followed up this call by a letter to me, dated 
March 31, 1993. A copy of it is attached as Exhibit P. In it, Mr. 
Kasen repeats the desire of the Trump Organization to discuss a 
gaming project on the Agua Caliente Indian Reservation if our 
negotiations with Caesars World, Inc. fail. He also asked for the 
names of other tribes that might be interested in such a venture. 
We did not reply to this letter. 

15. On April 8, 1993 Mr. Kasen sent a message to me by FAX. 
A copy of it is attached as Exhibit G. The message was, "Please 
call me when the negotiations stall." 

16. On April 21, 1993, at 3tl5 p.m., I received another call 
from Mr. Kasen. I was not in, but my secretary took a message to 
"Call next week." A copy of this telephone message is attached as 
Exhibit H. That was the last contact that I had with Mr. Trump or 
his representatives. 
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Subscribed and sworn before me on October 1993 at 


ft r . f 


, California. 
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26 March 1993 


Mr. Ray Leonard Patencio 
Agua Caliente Band of Cahuilla Indians 
960 East Tahquitz Canyon Way, 1106 
Palm Springs, California 92262 

Dear Ray: 

Mr. Trump asked me to telephone you and introduce myself. 

I am sorry that we did not have a chance to talk, however, I 
understand you desire to avoid any potential conflicts of interest 
since you are no longer on the Tribal Council. 

It is no secret as to why I telephoned. I called you to 
express Mr. Trump's interest in working with the Agua Caliente Band 
of Cahuilla Indians to construct and operate a first class casino 
on the tribe's reservation. 

The Trump Organization is the largest company in the gaming 
industry, and we are the only hotel and casino operator to achieve 
a four-star property rating. Not only are we the only company to 
achieve a four-star rating, we were able to achieve this rating at 
each one of our three hotel and casino properties. 

I would like to invite you, Richard Milanovich and Mildred 
Browne to New York and Atlantic City so that you can experience 
first-hand why Mr. Trump and The Trump Organization possess the 
skills, experience and resources necessary to make the Agua 
Caliente's casino the West Coast's finest. 


I will call you to make the appropriate arrangements for your 
visit. 
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March 31, 1993 


Mr. Richard M. Milanovlch 

Chairman 

Tribal Council 

Agua Callente Band of Cahuilla Indians 
960 Last Tahqulu Canyon Way, #106 
Palm Springs, CA 92262 

Dear Richard, 

Thank you for returning my phone call. 

I was disappointed to leam that we can not formally begin discussions until your negotiadons 
with Caesars have concluded. However, while I do not enjoy playing the role of Brutus, If 
negotiations with Caesars should not progress as planned, please call me Immediately so we 
can begin our dialogue. The faster that we can start working together, the sooner the casino 
will be up and running. 

Also, I would like to leam more about those tribes that you mendoned which are Interested 
In seeking partners for casino development. I look forward to hearing from you soon - please 
keep In touch. 



THE TRUMP ORGANIZATION 

725 FIFTH AVENUE • NEW YORK, N. Y. 10022 212 -832-2000 TELEX • 427718 
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Mr. Trump. Legal counsel of who? 

Mr. Miller. The Agua Calientes. 

Mr. Trump. Oh, you mean somebody wrote to me asking for — 
that is not my people writing, sir. 

Mr. Miller. No. He says, “I am writing at your request.” 

Mr. Trump. At my request? 

Mr. Miller [continuing]. “Concerning your various contacts re- 
garding the possibility of your involvement” 

Mr. Trump. Sir, that is somebody writing a letter to me, I am 

not writing a letter to them. I don’t blame them for wanting 

Mr. Miller. Caesar’s has asked? Is that your information? Oth- 
ers in your industry are seeking management contracts with var- 
ious Indian gaming operations either existing or in future. Is that 
correct? 

Mr. Trump. That is true. I think that is true, yes. 

Mr. Miller. So what is the conclusion to be drawn from that? 

That they, too, will have no ability 

Mr. Trump. No, the conclusion is, hey, this thing is running 
rampant, they are running public companies for the most part, 
they might as well get on the ship. But they know, and if they were 
down here testifying, they know that when you have this many en- 
tities, this many — they know, they are professionals — that you can- 
not control the mob, you cannot control the organized crime, you 
are not going to do it. 

Willy Sutton 

Mr. Miller. So they are making this decision 

Mr. Trump. Willy Sutton — excuse me, sir — Willy Sutton said he 
robbed banks, he said that is where the money is. Well, the mob 
is going into the casinos, and what they are doing is, they are going 
into the Indian casinos because, sir, that is where the money is, 
but also that is where the lack of enforcement is. 

Mr. Miller. Why is your industry 

Mr. Trump. Sir, that is where the lack of enforcement is. 

Mr. Miller. Why are members of your industry going there 
when obviously 

Mr. Trump. Because they want to make money. 

Mr. Miller. Wait a minute. If they were to be involved with or- 
ganized crime or any kind of criminal activity, it would, I assume, 
under both Nevada’s law and New Jersey’s, would reflect on your 
ability to continue to hold a license, would it not? 

Mr. Trump. Because they want to make money, sir, because they 
really v/ant to make money, and I have — you know, I have a great 

love for this country. I happen to be 

Mr. Miller. It is quite possible for a reservation to enter into a 
gaming contract, management contract, with somebody in your in- 
dustry — I don’t know about other people on the outside, these com- 
panies that are being formed — but in terms of your industry, to 
enter in with the Mirage or with Caesar’s or former executives of 
those people who have their own private operations. An Indian 
tribe could enter into that and have a great bulwark against orga- 
nized crime because that operator would have to say, “I cannot do 
business with you people, I cannot let this go on, Decause my li- 
cense is at risk.” 
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Mr. Trump. I didn’t say the companies are honest. I said the reg- 
ulatory process is honest. The regulatory process is a huge and 
cumbersome thing that, in the end 

Mr. Miller. But there clearly is a way — there clearly is a 
way 

Mr. Trump. Do you want me to answer the question? 

Mr. Miller. There clearly is way for those casinos to do business 
outside of organized crime because they are doing business with 
people who have a great stake 

Mr. Trump. The regulatory 

Mr. Miller. Is that not true? 

Mr. Trump. The regulatory process 

Mr. Miller. I understand the regulatory process. 

Mr. Trump. The regulatory process, in a limited number of loca- 
tions, can keep casino gaming honest. When you open up hundreds 
of locations randomly without even State control — I am not saying 
State or anything, but without any control — there is no way to keep 
that honest, whether I run it, whether Caesar’s runs, whether the 
Indians are running it. There is no wav. You have too many places, 
you have too much money involved. The mob is going to take over 
it. It is starting to come out. It will start coming out a lot more, 
and in two years, sir, you are going to be a very embarrassed man. 

Mr. Abercrombie. Mr. Trump and Mr. Miller — Mr. Miller you 
will have the concluding remark. 

Mr. Miller. Let’s just understand one thing. 

Mr. Trump. Thank you, sir. 

Mr. Abercrombie. Speaking of running things, I am running the 
committee. So Mr. Miller will conclude in as much as he is the 
chairman. 

Mr. Miller. You want to keep suggesting that somehow there is 
no regulatory scheme for these reservation gaming sites. The fact 
is, there is in almost every instance. Obviously, where you have 
compacts the governors are concerned about their citizens as you 
are, and we now have, I don’t know, what, 26 governors that have 
entered into compacts with various tribes. 

Mr. Trump. They have had no choice, sir. 

Mr. Miller. You have the whole regulatory scheme of the Gam- 
ing Commission. Most of the cases you cite were before the Gaming 
Commission. They have the memorandum of understanding with 
the FBI. The tribes have under the trust relationship a direct ac- 
cess to the FBI, to the Treasury Department, to the Attorney Gen- 
eral of the United States. 

You keep wanting to paint this picture as somehow these people 
are off just willy-nilly doing business. The fact is, that isn’t. Many 
of the contracts that were cited in the evidence you presented — to 
date, when they were signed they weren’t under the scrutiny. The 
Secretary didn’t have to approve them. Today the Secretary does. 
The arrangement in New Jersey, as I think you pointed out, isn’t 
allowed, the potential arrangement isn’t allowed under the existing 
law, as Senator Inouye testified. I appreciate the theory, but it isn’t 
allowed under the existing law. 

The fact is, if they entered into a management agreement, that 
management agreement would have to be signed on by this Sec- 
retary of the Interior. So the suggestion you have painted is that 
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somehow these people are doing — you used the term “deregulated” 
or “unregulated, completely outside the scheme of regulation, com- 
mensurate with this industry, and the fact is, they are not. 

Mr. Trump. Sir, I will just give you a quick answer, and then the 
Congressman will give you a much more appropriate answer to 
something else. I will tell you that, you asked me about governors, 
and you said the governors are routinely signed. The governors are 
being forced 

Mr. Miller. These are hard bargainers. 

Mr. Trump. Sir, they are not hard bargaining, because if Mario 
Cuomo didn’t sign his pact in Syracuse, the Indians were going to 
court, and they would have won on summary judgment based on 
the ridiculous law that was passed, okay? So it is not hard bargain- 
ing. He sat there and he had absolutely no choice. 

Lowell Weicker, who I have great respect for, fought and fought 
and fought and ultimately was bludgeoned into having to accept 
this, and he is not happy about it, and Connecticut is not happy 
about it, and Connecticut is a total disaster over Indian gaming. 

Mr. Abercrombie. Thank you, Mr. Trump. 

Mr. Trump. They have created a monster. 

Mr. Abercrombie. Thank you, Mr. Trump. 

Mr. Torricelli, in as much as you are also a part of the panel, 
we will conclude this panel with your remarks. 

Mr. Torricelli. Thank you. 

Hesitant though I am to engage in this conversation 

Mr. Abercrombie. And then we will move on to our next exciting 
panel. 

Mr. Torricelli. Allow me just to conclude for a moment simply 
with this. There is much that is not known on the problems of In- 
dian gaming. The intention here today was to reflect simply on a 
few things that we do know. 

The inspector general has concluded that there is fraud and 
abuse that is costing Indian tribes millions of dollars. We have at- 
tempted to establish that there are not sufficient Federal resources, 
indeed an absence of FBI and IRS presence, to deal with the prob- 
lem of money laundering and the presence of organized crime. 

We cannot, we could never, come before you, Mr. Chairman, to 
the degree that you would like with evidence to establish this fact. 
That was not our intention. It was not our intention to prove every- 
thing that has taken place, simply the absence of what we know. 

But in all fairness, I think we are approaching this in a reverse 
fashion. To cite that Caesar’s or other legitimate institutions have 
management contracts or will be involved in the industry hardly is 
the way to approach the problem. It is not enough that there are 
some legitimate people in the industry, the problem is that there 
are illegitimate people in the industry. We can’t be satisfied be- 
cause there are a few good participants, even that most are good 
participants. The fact that some are not, I think that is how the 
issue should be approached. 

The legislation I have submitted to this committee for its review 
is simply this. That the negotiating process is not working. 

Yes, Mr. Miller, if there were compacts in all States legitimately 
and honestly agreed to on an equal basis, we would not have a 
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problem. Forty of these casinos are operating with no compacts, no 
State agreements whatsoever. 

As has been testified, many of them, as in the States of New 
York and Connecticut, were against the wishes of the States be- 
cause they were going to be compelled by Federal courts. 

I have submitted legislation that is simple on its face. I do not 
believe any industry in this countiy should be the reserve of any 
group. I know one person who has come here today testifying 
against any discrimination, me. Any citizen of this country that 
wants to operate casino gaming should be able to do so on an equal 
basis, same law, same taxes, same investigations, same regula- 
tions, period, no distinctions. You make the grade, or you do not. 
That is the legislation that I have given you, that it be regulated 
and done fairly with revenues returned. That is the suggestion I 
give to you. I hope we have made a contribution. We have tried to 
do so. I leave it to you for your review. 

Mr. Abercrombie. Thank you very much, Mr. Torricelli. 

Thank you veiy much, Mr. Trump. 

Mr. Trump. Thank you, sir. 


PANEL CONSISTING OF HON. ADA E. DEER, ASSISTANT SEC- 
RETARY OF INDIAN AFFAIRS, BUREAU OF INDIAN AFFAIRS, 
U.S. DEPARTMENT OF THE INTERIOR, ACCOMPANIED BY 
HILDA A MANUEL, DIRECTOR, INDIAN GAMING MANAGE- 
MENT STAFF, AND THEODORE R. QUASULA, CHIEF, DIVISION 


OF LAW ENFORCEMENT; HON. ANTHONY J. HOPE, CHAIR- 
MAN, NATIONAL INDIAN GAMING COMMISSION; HON. JOEL 
FRANK, COMMISSIONER, NATIONAL INDIAN GAMING COM- 
MISSION; AND MICHAEL D. COX, GENERAL COUNSEL, NA- 
TIONAL INDIAN GAMING COMMISSION, ACCOMPANIED BY 
HON. JANA McKEAG, COMMISSIONER 


Mr. Abercrombie. Now we will move on to our third panel, and 
I think that some of the questions that have been raised during the 
first two panels can be addressed and probably will be addressed 
both in the testimony and subsequent discussion: The Honorable 
Ada Deer, assistant secretary for Indian affairs in the Bureau of 
Indian Affairs of the Department of the Interior. The assistant sec- 
retary will be accompanied by the director for the Indian gaming 
management staff, the chief of the Division of Law Enforcement for 
the Indian gaming management staff; the chairman and commis- 
sioners of the National Indian Gaming Commission, as well as 
their general counsel, Mr. Cox. 

I trust that at least some of the media will remain to get some 
of the answers that could be forthcoming as opposed to some of the 
celebrity “Family Feud” activity that they seem more interested in. 

Secretary Deer, I commend you for your patience. I notice that 
you were more than anxious on several occasions to want to re- 
spond, and those accompanying you, I think, were anxious to do so 
as well. So I won’t hold up that opportunity any longer, and I 
would ask you to go ahead with your testimony. The full sum of 
it, of course, is in the record. You can summarize if you wish, and 
then we will move on to questions and/or commentary from you 
and those accompanying you, and if during the course of your testi- 
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mony you would like to defer momentarily to anyone accompanying 
you, feel free to do so, and I forgot to say Aloha and welcome. 

STATEMENT OF HON. ADA E. DEER 

Ms. Deer. Thank you very much, Mr. Chairman and Members 
of the Committee. I am delighted to be here and to pffer testimony 
on the implementation of the Indian Gaming Regulatory Act, witn 
special emphasis on law enforcement issues. 

I have two members of my staff with me today who can answer 
specific questions on technical or program issues if necessary. We 
have Ms. Hilda Manuel, Director of the Indian Gaming Manage- 
ment staff, and Mr. Ted Quasula, Chief of the Division of Law En- 
forcement. 

I would like to present a summary of my statement and to re- 
quest that the full text of my prepared statement be made a part 
of the record. I am very conscious of the time, and I want to note 
that. 

Mr. Abercrombie. It will be. 

Ms. Deer. As many of you know, I have devoted my life to being 
an advocate for change, change that provides for accountability. My 
efforts in holding the U.S. Government accountable for terminating 
the Menominee Tribe of Wisconsin are a prime example. 

Today, my concern lies with ensuring that Indian gaming oper- 
ations are successful and that these operations comply with the let- 
ter and spirit of the Indian Gaming Regulatory Act. 

As a social worker, I measure the success of gaming in very basic 
terms.' Does it provide housing, education, and employment oppor- 
tunities for tribal members? The answer is a resounding yes. As a 
matter of policy, the Department supports Indian gaming and is 
committed to the goals and objectives of the Indian Gaming Regu- 
latory Act. 

We have all heard about the successes of Indian gaming on In- 
dian lands. There is no doubt, Indian gaming has become a major 
economic development activity for Indian tribes. Many Indian 
tribes now provide better governmental services, better health care, 
higher quality educational benefits, employment, and have a source 
of capital for other economic development investments. 

In States such as Minnesota, Wisconsin, and Michigan, poverty, 
alcoholism, unemployment, juvenile delinquency, and other social 

E roblems have been significantly reduced and positively addressed 
y the economic benefits brought by gaming to the tribes. Regret- 
tably, tribal efforts to better not only the economic conditions of 
their own communities but also that of neighboring communities 
have been met with contentious debate and opposition. 

A focal point of this ongoing debate is a perception by Indian 
gaming opponents that Indian tribes have been provided an unfair 
advantage over other citizens. Congress intended to allow Indian 
tribes a comparative edge because of the economic reality on Indian 
reservations. Congress correctly perceived that this is the result of 
centuries of advantage that have been granted to non-Indian com- 
munities and continues, in many respects, today. This reality is 
characterized by few natural resources, limited finances, lack of a 
tax base, shortage of business capital and equity, underdeveloped 
infrastructures, geographic remoteness from sizable markets, inad- 


eauate roads and transportation systems, and a lack of trained, 
educated, or skilled workforces. 

But Indian nations and peoples have survived these and other 
disadvantages because of our innate intelligence, courage, pride 
and tenacity. We are continually searching for a means to engender 
self-reliance that are compatible with our cultures, values, and the 
environment. 

Concerns about the integrity of Indian gaming, its scope and 
scale, the need for acceptable licensing and law enforcement capa- 
bilities to keep out criminal elements have dominated the agendas 
of national meetings, conferences at all levels of Federal, State, and 
Tribal Governments. 

The Department does not discount the potential for law enforce- 
ment problems, especially in an industry with large cash trans- 
actions. We have no reason to believe that Indian gaming oper- 
ations are any more susceptible than any other gaming operation, 
nor do we think that Indian gaming is in any way immune from 
such criminal elements. 

The Department believes that, on the average, the regulatory 
and enforcement efforts of all parties, Federal, State, local, ana 
tribal law enforcement agencies, have done a commendable job to 
keep Indian gaming free of law enforcement problems. We also be- 
lieve that Indian tribes themselves have undertaken notable efforts 
to ensure that Indian gaming activities are clean, honest, and free 
of criminal elements. 

Tribal gaming enterprises have installed sophisticated video sur- 
veillance systems in tneir establishments which match or exceed 
those found in non-Indian gaming establishments. Videotapes of 
criminal activity gathered by these systems is used as evidence in 
the prosecution of suspects. 

Many gaming operations employ off-duty police officers who, be- 
cause of their certification, can take immediate action when con- 
fronted with criminal activity. Cooperative and ongoing coordina- 
tion among all law enforcement agencies has become the mainstay 
in ferreting out criminal elements. 

In closing, I want to say that while we cannot guarantee that In- 
dian gaming is free of criminal influences or that nothing will go 
wrong, we ao believe that there is sufficient law enforcement pres- 
ence and oversight to discourage and deter criminal elements. 

Indian nations and peoples have survived these and other dis- 
advantages because of our intelligence, courage, pride, and tenac- 
ity. We are continually searching for means of self-reliance that are 
compatible with our culture, our values, and our environment. 

This concludes my summary, and I will be happy to answer fur- 
ther questions. 

[Prepared statement of Ms. Deer follows:] 
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STATEMENT OF ADA B. DEER, ASSISTANT SECRETARY - INDIAN 
AFFAIRS, DEPARTMENT OF THE INTERIOR, BEFORE THE SUBCOMMITTEE 
ON NATIVE AMERICAN AFFAIRS OF THE COMMITTEE ON NATURAL 
RESOURCES, U.S. HOUSE OF REPRESENTATIVES , ON THE OVERSIGHT 
HEARING ON THE IMPLEMENTATION OF THE INDIAN GAMING 
REGULATORY ACT WITH REGARD TO LAW ENFORCEMENT ISSUE S. 

October 5, 1993 


Good morning Mr. Chairman and members of the Committee, I am 
pleased to present the views of the Department of the 
Interior on the implementation of the Indiem Gaming 
Regulatory Act ( IGRA ) , with particular emphasis on lav 
enforcement issues. This hearing on Indian Gaming is timely 
in view of the current effort by state and tribal 
representatives to reach consensus on possible amendments to 
the IGRA. 


I will begin with some general remarks on Indian gaming as 
an economic development activity, followed by specific 
remarks on lav enforcement issues. 

As ve all know, gaming on Indiem lemds has become a major 
economic development activity for Indiem' tribes, amd ve aure 
witnessing an unprecedented growth in Indiem gambling 
operations. However, this growth has not been without 
controversy amd criticism. Concerns adx>ut the integrity of 
Indiem gaming, its scope and scale, the need for acceptable 
licensing, amd lav enforcement capabilities to keep out 
criminal elements have dominated the agendem of meetings 
amd conferences at all levels of Federal, state and tribal 
governments. Voices from all sides have offered their 
opinions on the pros amd cons of Indiam gaming. As a matter 
of Federal policy, we support Indiam gaming amd are 
committed to the goals amd objectives of IGRA. 
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The principal goals of the IGRA are to promote tribal 
economic development, self-sufficiency and strong tribal 
governments. A majority of the gaming tribe* will tell you 
unequivocally that Indiem gaming has greatly enhanced their 

i 

economic sufficiency. These tribes now provide better 
governmental services, better health care, higher quality 
education benefits, and employment and housing for tribal 
members. They also have a source of capital for other 
economic development investments • Gaming revenues have 
provided a reliable source of funds to support tribal 
government operations and, in several instances, tribes have 
also made contributions to local governments for roads, 
schools, police protection and social service programs to 
help mitigate the impacts expected from Indian gaming. 

Indian nations and peoples have survived many disadvantages 
because of our innate intelligence, courage, pride, and 
tenacity. We are continually searching for means of self- 
reliance that are compatible with our cultures, values, and 
our environment. The economic benefits hr ought by gaming to 
the tribes have significantly rect'ca* and positively 
addressed, poverty, alcoholism, unemployment, juvenile 
delinquency and other social problems. 

Some of these tribal efforts to better not only the economic 
conditions of their own communities but also that of 
neighboring communities, have been met with contentious 
debate and opposition. 

A focal point of this ongoing debate is a perception by 
Indian gaming opponents that Indian tribes have been 
provided an unfair advantage over other citizens. 
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Congress intended, however, to allow Indian tribes a 
comparative edge because of the economic reality on Indian 
reservations . 

Indian tribes are governments and as governments, they need 
to provide essential services to their constituencies. Like 
any government, they need revenue. Thirty-five of the 50 
state governments have chosen to operate lotteries for 
public finance. Like states that operate lotteries, Indian 
tribes operate gaming enterprises for public or governmental 
finance, not for private business profit. 

The success of Indian gaming has, however, been subject to 
specific limitations and requirements. Of all the gaming in 
this Country, only Indian gaming is subject to Federal 
regulation and oversight. Only Indian tribes are mandated 
by Federal law to dedicate gaming revenues to statutorily 
defined uses and purposes. If an Indian tribe wants to 
share gaming revenues with tribal members by making per 
capita payments, the tribe is required to prepare a Revenue 
Allocation Plan indicating how all the gaming revenues will 
be used and must include the per capita distribution plan. 
This Plan cannot be implemented until it is approved by the 
Secretary of the Interior. 

Indian tribes are striving to be better neighbors than their 
neighbors have been to them. Although not mandated, Indian 
tribes are mindful of the potential negative effects that 
gambling may have on society and, in many cases, underwrite 
a large share, if not all, of the costs for reducing or 
alleviating such negative social effects and impacts of 
gaming. Many Indian tribes contribute to local charities 
and help fund local education projects and government 
agencies whose services extend across the spectrum of 
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community need. And for the first time in history, Indian 
gaming has proven to be a win-win situation. Many Indian 
tribes now stand poised to achieve economic self- 
sufficiency. 

Unfortunately, the right of Indian tribes to game is 
expected to be revisited by Congress as a result of the 
continuing conflicts between some tribes and some states 
over the scope of gaming and related regulatory and 
operational issues. Highly publicized claims by Indian 
gaming opponents that tribal gaming operations are 
unregulated and highly susceptible to infiltration by 
criminal elements have also contributed to the decision to 
reopen the IGRA for amendments. 

The Department is keenly aware that the gaming industry with 
its large cash transactions has always been an attractive 
target for criminal elements. We have no reason to believe 
that Indian gaming operations are any more susceptible than 
any other gaming operation nor do we think that Indian 
gaming is in any way immune from such criminal elements. In 
fact, some law enforcement problems have occurred. From a 
law enforcement perspective, our greatest concern is that 
the integrity of Indian gaming could be compromised through 
criminal infiltration. In this regard, the BIA Division of 
Law Enforcement Services (DLES) , maintains close 
communication with other law enforcement agencies to help 
prevent organized crime involvement, to help keep 
undesirables out of Indian gaming, and to help maintain 
public order. 

Criminal activities known to be inherent to the gambling 
industry range from sophisticated skimming and money 
laundering operations to crude schemes to cheat at card 
games or to rig gambling devices. Our involvement in cases 
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associated with traditional Organized Crime activities has 
been secondary and limited. The lead agency with authority 
to investigate traditional Organized Crime is the Federal 
Bureau of Investigation (FBI). To our knowledge, the FBI 
has had only one organized crime infiltration case that 
involved Indian gaming. This case was successfully 
prosecuted and resulted in imprisonment of known organized 
crime figures. 

The DLES plays a more active role in cases which may be 
referred to as non-traditional organized crime. For 
example, small groups of individuals will band together 
with the specific purpose to prey on gaming establishments. 
These individuals conduct their illegal scams and cheating 
for short periods of time before moving to another gaming 
establishment. These criminals do not discriminate and have 
targeted Indian and non-Indian gaming operations. The 
losses attributed to individuals in these groups may 
constitute several thousand dollars a day. There have been 
isolated cases of this type of criminal activity. Through a 
coordinated and cooperative effort among the BIA and tribal, 
state, and county law enforcement agencies these cases have 
been successfully investigated and prosecuted. 

It is noteworthy to mention that in many instances, tribes 
have provided valuable support in the successful 
apprehension of these types of criminals. Most tribal 
gaming enterprises have installed sophisticated video 
surveillance systems which capture the criminals on tape. 
The videotapes are later used as evidence in the prosecution 
of these criminal cases. Moreover, many gaming operations 
employ off-duty certified police officers who, because of 
their certification status, can take immediate action when 
confronted with criminal activity. We also have learned 
that many tribal gaming operations employ retired police 
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officers in their security programs. 

The DLES has also been instrumental in assisting our Office 
of the Inspector General, Department of the Interior, with 
the investigation of crimes involving theft or embezzlement. 
These types of crimes may be committed by tribal officials, 
gaming management personnel or employees. He have found in 
these types of cases that the gaming operation often lacked 
good internal controls and security procedures. In some 
cases, an inadequate background investigation of gaming 
employees also was a contributing factor to the criminal 
activity. 

Although the DLES does not always lead the investigation of 
gaming offenses, it has been involved in every major case in 
some manner. The relationship that is maintained with the 
various federal, state, local and tribal law enforcement 
agencies has proven to be a valuable tool for sharing 
information and for monitoring the movement of suspected or 
known criminal. On the national level, BIA law enforcement 
officials along with tribal law enforcement officials work 
closely with the top leadership of the International 
Association of Chiefs of Police to keep the lines of 
communication open on law enforcement issues related to 
gaming. 

In closing, I want to say that while we cannot guarantee 
that Indian gaming is free of criminal influences or that 
nothing will go wrong, we do believe that there is 
sufficient law enforcement presence and oversight to 
discourage and deter criminal elements. Inasmuch as Indian 
gaming is the only gaming subject to Federal regulation, 
every level of the nation's law enforcement structure has an 
opportunity to become involved. Cooperative and ongoing 
coordination among all law enforcement agencies including 
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the BIA has become the mainstay of ferreting out criminal 
problems. In the States of Arizona, South Dakota, Minnesota 
and Wisconsin, the various Federal, state, local and tribal 
law enforcement agencies have organized formal task forces 
under the auspices of the U.S. Attorney's Office to review 
and address difficult or peculiar law enforcement problems 
related to gaming. It seems appropriate then that these 
States have become models of a new cooperative approach to 
resolving law enforcement problems associated with all types 
of gaming. 

This concludes my prepared statement. I will be happy to 
answer any questions that you or members of the Committee 
may have. 
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Honorable Bill Richardson : * • 1 i 

Chairman, Subcommittee on Native American Affairs 

Committee on Natural Resources 1 ; - 

House of Representatives 
Washington, DC 20515 

Dear Mr. Richardson: 

On October 5, 1993, the Department of the Interior and the Bureau of Indian 
Affairs (BIA) provided testimony regarding law enforcement issuos 
associated with Indian gaming operations before the Subcommittee on 
Native American Affairs House Committee on Natural Resources. The 
Division of Law Enforcement was requested by the Honorable Neil 
Abercrombie to provide comment on testimony provided by Mr. David B. 
Palmer, Deputy Assistant Commissioner (Criminal Investigation), Internal 
Revenue Service (IRS). 

Mr. Palmer provided a general overview of various federal laws, including the 
Bank Secrecy Act, designed to safeguard against money laundering and to 
provide assistance to the IRS in its anti-money laundering enforcement and 
tax administration. Mr. Palmer explained the limitations of these statutes as 
they apply to tracking money transactions in Indian gaming operations. 

The integrity of gaming operations must be safeguarded against incursions 
by organized crime to ensure that Indian gaming remains a viable source of 
economic development for Indian communities. To this end, the law 
enforcement community needs to have available all of the tools and 
resources to adequately protect the Indian community and to prevent illegal 
activity from siphoning off much needed funds. 

The Department of the Interior and the BIA concur with the recommendation 
by the IRS that the Indian Gaming Regulatory Act (IGRA) and the Bank 
Secrecy Act be amended to specify that Indian gaming operations be subject 
to the Bank Secrecy Act rather than to Section 60501. Such an amendment 
would ensure a more complete reporting ana tracking process for cash 
transactions over the threshold figure. 
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We thank the subcommittee for the opportunity to provide a response to 
Mr. Palmer's testimony. Please contact this office if there are any further 
questions regarding law enforcement issues related to Indian gaming 
operations. 


Sincerely, 


Lut 


Ada Deer 


^ ^ nua uooi / 

‘" 7 : -v Assistant Secretary - Indian Affairs 
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Mr. Abercrombie. Thank you very much. 

Would you care to have any of your associates comment? Or may 
I just ask them directly? What is your pleasure? Obviously, they 
have heard testimony all the way from the IRS to Mr. Trump’s — 
I guess you could call them contentions. 

Ms. Deer. Let me say his selective interpretation of the facts. 

Mr. Abercrombie. Yes, as you say. 

In any event, would you care to call anyone in particular'? Other- 
wise, I have some 

Ms. Deer. We are here at the committee’s pleasure to answer 
your questions. 

Mr. Abercrombie. Okay. 

Commissioner McKeag, am I pronouncing your name correctly? 

Ms. McKeag. Correct. 

Mr. Abercrombie. You are a Commissioner on the National In- 
dian Gaming Commission, correct? 

Ms. McKeag. That is correct. 

Mr. Abercrombie. Do you have any comment on the contentions 
that were made with respect to the ability of the Commission and/ 
or any of its affiliates, the Indian Gaming management staff, your 
relationship to the Department of the Interior or other Federal De- 
partments with respect to law enforcement, as to your ability to 
oversee the gaming operations? 

I am not speaking in the context of law enforcement, criminal ac- 
tivity and penetration of gaming activities. 

Ms. Mckeag. I believe our chairman, Tony Hope, has a state- 
ment which addresses the Commission’s responsibilities in the area 
of enforcement. I think he would like to summarize that statement, 
and then we could discuss 

Mr. Abercrombie. Oh, I’m sorry. 

Mr. Hope, I didn’t see your sign there, I beg your pardon. The 
transcriber was in the way. I didn’t recognize that you were there. 
I beg your pardon. 

Did you near my question to the other commissioner? 

Mr. Hope. Yes, I did. 

Mr. Abercrombie. Would you care to comment? My question has 
to do with your observations or commentary with respect to the 
ability of existing institutions under the existing law to deal with 
the penetration of Indian gaming by organized crime elements. 

STATEMENT OF HON. ANTHONY J. HOPE 

Mr. Hope. Yes, I would like to address that question, but would 
you like my prepared remarks first? 

Mr. Abercrombie. No. We will get to that. 

Mr. Hope. The question has been raised as to how many people 
are available for the enforcement of Indian gaming as compared to, 
say New Jersey. Generally, New Jersey has 905 people. Tney have 
adopted a particular system of gaming enforcement which includes 
regulating paper napkins in the bars and includes personnel whose 
job it is to go around and count the number of bar stools to make 
sure that they confoim to the square foot area of the casinos in 
terms of permissible numbers of bar stools. 

We do not feel that that is the regulatory scheme that Indian 
gaming needs or that should be followed. We prefer the Nevada 
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concept more as embodied in the Act which essentially provides 
that the tribes, as owners, are the primary regulators in Class II 
gaming and work with the States to determine jurisdiction in Class 

II gaming. 

As backup, in terms of enforcement or regulation, we have avail- 
able approximately 10,000 people to regulate gaming nationwide. 
We have 87 U.S. attorneys and their forces. We have all of the FBI 
that we need. We have the State groups in those 18 States with 
compacts which are generally run out of their attorney generals’ of- 
fice. We have those staffs available. We have different staffs that 
do background investigations. 

Within my own Department, we have very few people. As here 
before you, you see myself, Commissioner McKeag; Commissioner 
Joel Frank; and my General Counsel, Michael Cox. 

We have a total of 27 people, but we have the ability and the au- 
thority to farm out to the private sector or to tribes or to other Fed- 
eral agencies and to hire for anything that we need done. There is 
a vast array of people available for regulation. 

The regulatory responsibilities are divided into two groups, Class 

III and Class II. We fully recognize that casinos need a greater 
amount of regulation than do bingo halls. My personnel have the 
responsibility for the oversight of the day-to-day operation of the 
bingo halls. These are places where it would be very difficult to 
launder money. A $10,000 transaction would buy you a whole stack 
of bingo pads but they couldn’t be converted back into money. 

The casinos are regulated under a tribal-State compact where 
the State, contrary to what I have heard in prior panels, has the 
right to negotiate for reimbursement of any expenses that are going 
to be incurred for regulation of these casinos. They can get the 
money back through the compact process from the tribes. They can 
insist on all reasonable regulatozy requirements. The Commission 
performs background investigations on people going into Class II 
insofar as they are owners of management contracts. As such, we 
have our own screening processes, some of which carries over into 
Class III, because a lot of the Class III contracts have Class II ele- 
ments within them and so will be conducting 

Mr. Abercrombie. Commissioner Hope, many people who are as- 
sociated with the law and the passage of the law understand the 
differences between Class I, Class II, and Class III, but for pur- 
poses of clarification and the record, would you differentiate the 
three classes? I know you do that in your testimony. 

Why don’t we just have your testimony submitted for the record, 
and you can concentrate just on the final page of conclusions and 
the differentiation in the classes. 

Mr. Hope. Please, if you would submit for the record. Thank you. 

[Prepared statement of Mr. Hope follows:] 
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TESTIMONY OF 
ANTHONY J. HOPE 

CHAIRMAN, NATIONAL INDIAN GAMING COMMISSION 

BEFORE 

THE HOUSE COMMITTEE ON NATURAL RESOURCES 
SUBCOMMITTEE ON NATIVE AMERICAN AFFAIRS 

OCTOBER 5, 1993 


Mr. Chairman, Members of the Committee, thank you for the 
opportunity to appear before you today. My name is Tony Hope. I 
am the Chairman of the National Indian Gaming Commission. With me 
today are Commissioner Jana McKeag of the Cherokee Nation of 
Oklahoma, Commissioner Joel M. Frank, Sr. of the Seminole Tribe of 
Florida and General Counsel Michael D. Cox. 

/ 

The Indian Gaming Regulatory Act of 1988 (IGRA) was enacted as 
a response to the proliferation of tribal gaming establishments in 
Indian country operating without regulatory oversight by either the 
federal government or the states. The IGRA provides a regulatory 
framework for regulating Indian gaming by dividing gaming into 
three (3) classes, establishing the National Indian Gaming 
Commission to oversee the regulation of class II gaming, and 
authorizing Indian tribes and states to enter into compacts for the 
regulation of class III gaming. 

Class I gaming (social games or traditional tribal games 
played in connections with tribal ceremonies) is regulated under 
the exclusive jurisdiction of the tribes. Class II gaming (bingo, 
pull-tabs and related games) is regulated by the tribes, but with 
oversight by the National Indian Gaming Commission. Class III 
gaming (all other gaming, including horse racing, blackjack, 
roulette, slot machines, lotteries and craps) is regulated under 
the terms of a compact between the tribe and the state. 

The Commission is an independent regulatory agency 
administratively located within the Department of the Interior. 
Under the IGRA, the Commission's primary role is to monitor and 
oversee the regulation of class II gaming operations. The 
Commission also approves class II and class III tribal gaming 
ordinances and management contracts. It has the authority to 
impose civil penalties or to close a gaming establishment for 
substantial violations of the IGRA, the regulations promulgated by 
the Commission, or tribal gaming ordinances. 
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Under the IGRA, the day-to-day regulation of class II gaining 
is primarily the responsibility of the tribe, while the day-to-day 
regulation of class III gaming is as negotiated and set forth in 
the compact between the tribe and the state. 

Although law enforcement is a vital tool in the regulatory 
process, the regulatory structure of the IGRA divides enforcement 
among several different entities. For example, the U. S. Attorneys 
are charged with enforcement of the Johnson Act (15 U.S.C. $ 1175 ) , 
theft from Indian gaming establishments (18 U.S.C. $1167 and 1168) 
and state gambling laws in the absence of a tribal-state compact 
(18 U.S.C. §1166); the FBI is charged with investigating crimes on 
Indian reservations; the tribes and the states can agree that the 
states and/or the tribes will investigate and prosecute crimes 
involving class III gaming. Fraud could be under the jurisdiction 
of the federal, state and tribal governments. 

The Commission has civil enforcement authority for violations 
of the IGRA, tribal ordinances, management contracts, and 
Commission regulations. Additionally, it conducts background 
investigations on entities and individuals with a financial 
interest in, or management responsibility for class II management 
contracts, but not for class III management contracts. 

We have in the past and will continue to work with the FBI, 
the IRS, the U.S. Attorneys, and others to develop and improve 
procedures for information sharing, the conduct of background 
investigations, and the coordination of enforcement procedures. As 
regulators, we meet regularly with individuals and organizations to 
discuss our respective roles and responsibilities in Indian gaming. 
These include the numerous gaming tribes and associations, as well 
as the Conference of Western Attorneys General, the National 
Association of Attorneys General, the National Governor^ 
Association, the Attorney General 1 s Advisory Committee on Indian 
Affairs, and the Indian Section of the American Bar Association. 

The Commission is charged with approving all class II and 
class III management contracts, and with determining the 
suitability of owners of management contracts for all class II 
gaming operations. Some of these background investigations will be 
done quite rapidly while others may take six months or more to 
complete. Determinations of unsuitability and the consequent 
banning of individuals from significant roles in Indian gaming is 
perhaps the most important "law enforcement" role of the 
Commission. These determinations include such investigative 
procedures as: 

o Verifying the information submitted by the applicant by 

written or oral communications. 
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o Inquiring into the applicant's prior activities, criminal 
record, if any, and reputation, habits and associations; 
conducting interviews with knowledgeable people familiar with 
the applicant such as former employers, personal references, 
business associates, and others. 

o Documenting the disposition of all potential problem areas 
noted and disqualifying information obtained. 

The Chairman may approve a management contract only if, among 
other things, it meets the standards of part 531 and $533.3 of the 
Commission's regulations. However, the Chairman shall disapprove 
a management contract for class II gaming if he or she determines 
that — 

o any person with a direct or indirect financial interest in, or 
having management responsibility for, a management contract: 

is an elected member of the governing body of the tribe 
that is party to the management contract; 

has been convicted of any felony or any misdemeanor 
gaming offense; 

- has knowingly and willfully provided materially false 
statements or information to the Commission or to a 
tribe; 

has refused to respond to questions asked by the Chairman 
in accordance with his responsibilities under this part; 
or 

is determined by the Chairman to be a person whose prior 
activities, criminal record, if any, or reputation, 
habits, and associations pose a threat to the public 
interest or to the effective regulation and control of 
gaming, or create or enhance the dangers of unsuitable, 
unfair, or illegal practices, methodr. and activities in 
the conduct of gaming or the ca.ry^..g on of related 
business and financial arrangements; 

o The management contractor or its agents have unduly interfered 
with or influenced for advantage, or have tried to unduly 
interfere with or influence for advantage, any decision or 
process of tribal government relating to the gaming operation; 
or 

o The management contractor or its agents has deliberately or 
substantially failed to follow the terms of the management 
contract or the tribal gaming ordinance or resolution adopted 
and approved pursuant to this Act; or 
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o A trustee, exercising the skill end diligence to which a 

trustee is commonly held, would not approve the contract. 

The Chairman may disapprove a management contract for class III 
gaming if he or she determines that a person with a financial 
interest in, or management responsibility for, a management 
contract is a person whose prior activities, criminal record, if 
any, or reputation, habits, and associations pose a threat to the 
public interest or to the effective regulation and control of 
gaming, or create or enhance the dangers of unsuitable, unfair, or 
illegal practices, methods, and activities in the conduct of gaming 
or the carrying on of related business and financial arrangements. 

On February 22 of this year regulations covering the review 
and approval of tribal gaming ordinances and management contracts 
and compliance and enforcement procedures took effect. This has 
allowed the Commission to begin the operational phase of its work. 
Among other things, the Commission is in the process of initiating 
civil enforcement actions. However, it would be inappropriate for 
me to identify particular targets. 

During this period the Commission has: 

- hired and trained six field representatives; 

- entered into a Memorandum of Understanding with the FBI 
concerning criminal records checks; 

made site visits to substantially all gaming tribes and 
tribal gaming operations to — 

- inform them of the regulatory requirements to which 
they are now subject, and 

- gather information needed by the Commission for 
regulatory purposes; 

- hired financial analysts; 

- processed hundreds of fingerprint cards for the tribes 
pursuant to a new FBI policy statement; 

- begun reviewing and approving — 

- tribal gaming ordinances, and 

- management contracts; . 

- begun conducting background investigations; 

- developed and issued guidance to the tribes in the form 
of Tribal Bulletins (copies being furnished for the 
record) ; and 

- developed a model gaming ordinance for the tribes. 

It is the stated policy of the Commission to work with the 
tribes to obtain compliance with the IGRA, the Commission's 
regulations, and the tribal ordinances. He believe that this 
approach is in the best long term economic interest of the tribes, 
and vital to achievement of tribal self-sufficiency. We will be 
happy to answer any questions. 

Thank you. 
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Subject: Procedures for Processing Fingerprint Cards 


The National Indian Gaming Commission (NIGC) is currently implementing procedures to 
process fingerprint cards submitted by tribes as part of their employee background 
investigations. This bulletin is intended to provide you with information concerning the steps 
to be followed to ensure the prompt processing of all submitted fingerprint cards. 


Under the NiGC’s ordinance regulations, prior to the issuance of a license, a tribe is 
required to perform a fingerprint check, through the FDI records system, as part of the 
background investigation on each individual who has applied for a position as a key 
employee or primary management official in its ;aming opcration[sJ. The information 
obtained as a result of this fingerprint check will assist the tribe in determining the 
applicant’s suitability for employment. 


The FBI has recently issued a policy statement concerning access to criminal history record 
information (CHRi) by the NIGC, state agencies and tribal governments. A copy of this 
policy statement is enclosed for your information. As you will note, under this policy the 
NIGC is authorized to process fingerprint cards and issue copies of the reports of the 
fingerprint checks directly to the requesting tribes. Because of the highly sensitive nature of 
the reports, the FBI has required the NIGC to take steps to ensure that there is no improper 
dissemination of CHRI, that the information is used only for authorized purposes, and that 
the CHRI is securely maintained. 


In order to ensure compliance with these FBI requirements, it is necessary for each tribe 
receiving CHRI to execute the enclosed Memorandum of Understanding (MOU). The MOU 
also places certain restrictions on the use of CHRI in administrative and judicial proceedings, 
reserves NIGC’s right to furnish the tribe CHRI in the form of summary memoranda, 
restricts the availability of NIGC employees to testify relative to CHRI, reserves NlGC's 
right to discontinue providing CHRI where a tribe has failed to comply with the terms of the 
MOU, and acknowledges the FBI’s right to impose additional restrictions on the release of 
CHRI. 
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FBI policy aJso authorizes CHRI access by state regulatory agencies and tribal governments 
under certain specified conditions (&£ Policy Statement at pages 4-5). Tribes should 
determine if the conditions exist which would permit them to process fingerprint cards 
directly or through a state agency. Where the qualifying conditions have been met, the tribe 
may elect to use such agencies to process its fingerprint cards. It should be noted, however, 
that under current FBI policy, such requests will not routinely be processed through Bureau 
of Indian Affairs (BIA) law enforcement offices. The language contained in the Preamble to 
the NIGC’s final ordinance regulations indicating that the BIA is available for such purposes 
is inaccurate and should be disregarded. BIA law enforcement offices may, however, 
continue to take the fingerprints of applicants for key employee and primary management 
official positions and forward the subject fingerprint cards to the NIGC for processing. 


Set forth below are the steps to be followed whenever a tribe elects to use the NIGC to 
process the fingerprints cards of applicants for employment in its gaming operations: 


1. A duly authorized official of the tribe should execute the enclosed MOU and return it to 
the NIGC at the earliest possible dale. No copies of criminal history reports will be 
for wa rded l a a tribe until the NIGC has received .a properly executed MOIL 


2. The tribe should notify the NIGC which law enforcement agcncy/offtce(s) will be 
taking the fingerprints for the tribe and designate a contact person at the identified 
agency/office($). In addition, the tribe should indicate the number of cards which the NIGC 
should send to this agency/offlce making allowances for lost or damaged cards. The 
forwarded cards will reflect the Originating Agency Identifier (ORI) number assigned to the 
NIGC by the FBI. 


3. The tribe should provide NIGC with a list of individuals whose fingerprint cards the 
NIGC will be receiving from (he law enforcement agency/offlce and a check to the National 
Indian Gaming Commission to cover the cost of processing those cards (number of cards X 
$35.00). The list should also contain the social security number and date of birth of each 
listed individual and the name of the law enforcement agency/office taking the fingerprints. 
The $35.00 per card charge for processing consists of a $17.00 fee charged by the FBI and 
$18.00 to cover NIGC’s costs, including personnel, postage and telephone. 


4. Once fingerprints have been taken, the agency taking the prints should forward the 
completed cards di redly to the NIGC. The NIGC will process only those cards received 
directly from a law enforcement agency. 
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5. Once the NIGC reccivcsLJUhe completed fin£erprinLcaid:_2) lhg_iequired list of the 

indhJduals-Khose fingcrorinLcaidS-Lhg NIGCjvill.be receiving and 3).a.chcck.tQ.CQ.vsr.cps& 
it will forward the fingerprint cards to the FBI for processing. The FBI is currently 
averaging 21 working days to process a fingerprint card. 


6. Upon completion of the fingerprint check, the FBI wiU forward a report of the findings 
to the NIGC. Subject to compliance with the conditions set forth in the enclosed 
Memorandum of Understanding (MOU), NIGC will forward a copy of this report to the 
submitting tribe to be used in determining of the suitability of die applicant for employment 
in the tribe’s gaming operation. 


7. The NIGC will retain the original reports and the processed fingerprint cards and wilt 
incorporate them into the Indian Gaining Individual Records System. This system will be 
subject to the Commission’s Privacy Act Procedures. ££& 25 CFR Sections 515.1-12 (58 FR 
5814-5818, January 22, 1993). 


NIGC regulations require a tribe to perform a background check on applicants for key 
employee or management official positions following approval of a tribal ordinance by the 
Chairman. In order to facilitate the prompt distribution of CHRI, however, the NIGC will 
process fingerprint card submissions which meet the requirements of Paragraph 5 prior the 
approval of a gaming ordinance. 


It is important to note, however, that until such time a tribe's gaming ordinance has been 
approved by the Chairman, the procedures for forwarding employee applications and 
investigative reports set forth in Sections 558.3 and 558.4 cannot be initiated by the tribe 
and the time periods contained in those provisions do not begin to run. It should be further 
noted that if the tribe is conducting a background investigation consistent with the 
requirements of Part 556, the CHRI constitutes only one of a number of sources of 
information which the tribe must consider in making eligibility' determinations for 
employment in its gaming operation. 


These procedures arc effective immediately. 


For additional information contact Fingerprint Processing at (202) 632-7003. 
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FBI POLICY ON INDIAN GAMING REGULATORY ACT SUBMISSIONS BY THE 
NATIONAL INDIAN GAMING COMMISSION (NIGC) , STATE 
IDENTIFICATION BUREAUS, AND TRIBAL GOVERNMENTS 


Pursuant to the Indian Gaming Regulatory Act (codified 
at Title 25, United States Code, Section 2701 et .seq. ) , the NIGC 
promulgated regulations defining various NIGC gaming 
responsibilities (25 Code of Federal Regulations, Part 501 
et . seq . , published January 22, 1993 in the Federal Register ). 

NIGC contacted the Access Integrity Unit (AIU), Audit Section, 
Criminal Justice Information Services Division (CJIS), and the 
Identification Division (ID), with respect to access to FBI 
criminal history record information under the Act and NIGC 
regulations. AIU has also been contacted by several state- . . 
Identification bureaus on the same subject. This statement of 
policy, intended for distribution to the NIGC, Indian tribal 
governments, and state bureaus, sets out FBI policy and 
procedures with respect to requests for access to FBI criminal 
history records under the Act, the NIGC regulations, state/tribal 
compacts, and state law. 

1) Requests from the NIGC - 

The Indian Gaming Regulatory Act does not specifically 
authorize NIGC access to FBI criminal history record information 
(CHRI) for background screening purposes. Section 2708 of Title 
25 of the United States Code (U .S .C. ) (which is part of the Indian 
Gaming Regulatory Act, as codified) reads as follows: 

"The Commission may secure from any department 
or agency of the United States information 
necessary to carry out this Act. Upon the 
request of the Chairman, the head of such 
department or agency shall furnish such 
information to the Commission, unless otherwise 
prohibited by law." 

We believe that Section 2708 itself provides sufficient basis for 
providing FBI CHRI to NIGC "unless otherwise prohibited by law." 
The Menard case effectively prohibited dissemination of CHRI to 
state and local agencies for licensing and employment purposes. 
Menard did not impose a similar prohibition on dissemination of 
CHRI to Federal agencies. 28 C.F.R., Section 20.33 explicitly 
.authorizes dissemination to Federal agencies authorized by 
Federal statute or executive order. It is our opinion that 
Section 2708 authorizes direct dissemination of CHRI to NIGC for, 
under the standard established by 28 U.S.C., Section 534, its 
"official use." 
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The extent to which "official use" encompasses access 

to CHRI by NIGC is determined by NIGC's duties as defined by the 

Act. NiGC has direct authority to approve management contracts 

for both Class II (bingo and related activities) and Class III 

(casino-type operations) activities. 25 U.S.C., Section 

2705(a)(4). The nature of the background screening to be 

undertaken, at least as to Class II management contracts and 

particular persons stated therein, is defined by Section 2711 

(a)(1) and (e). Clearly Class II management contract approvals 

require criminal history screening of persons intimately 

connected to the management contractor (such as directors of a 

corporate contractor). Submissions to the FBI by NIGC for this 

purpose are authorized. 

* 

NIGC 1 S responsibility with respect to approval of Class 
III management contracts does not appear to include screening 
based on criminal history information. Authority for Class .III 
screening is found in Section 2710(d)(9), which specifically 
excludes the reviews in Section 2711(a) and (e), which establish 
criminal history record screening. NIGC's own interpretation in 
its commentary to 25 C.F.R. , Parts 531, 533, 535, 537, and 539 is 
consistent with this interpretation, insofar as this exclusion 
assigns responsibility to the tribes for performance of 
preapproval criminal history screening. NIGC's regulations (and 
commentary), however, express its determination, under NIGC's 
general authority to protect tribes from organized crime and 
corrupting influences, to disapprove or revoke management 
, contracts, including Class III contracts, if management personnel 
have disqualifying criminal records. See 25 C.F.R. , Sections 
533.6 and 533.1. This interpretation is entirely consistent with 
the purposes of the Act, and therefore, submissions by NIGC 
relating to approval, disapproval, or revocation of Class III 
management contracts will also be accepted and processed by the 
FBI . 


NIGC, in its regulations, also asserts authority to 
conduct background screening of primary management officials and 
key employees for gaming conducted by tribes without third-party 
management contracts. Under Section 2710(c)(1) and (2), NIGC is 
authorized to consult with law enforcement officials concerning 
Class II gaming licenses issued by a tribe, and to facilitate 
license suspension if "primary management official(s) or key 
employee (s)" fails to meet standards set out in Section 
2710 ( b) ( 2 ) (F) ( ii ) ( II ) . That subparagraph provides for 
disqualification of primary management officials or key employees 
for, among other reasons, "criminal record .. .pose (s ) a threat to 
the public interest or to the effective regulation of gaming." 
Based on the combination of these provisions, NIGC's official use 
of CHRI extends to background screening of Class II primary 
management officials and key employees. 
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NIGC's authority as to Class III primary management 
officials and key employees is less clear, but in our view, valid 
nonetheless. Parts 556 and 558 of the NIGC regulations assert 
this authority unless a tribal-state compact has allocated this 
responsibility exclusively to the state or state agencies. As 
the agency charged with effectuation of the IGRA, NIGC's 
Interpretation of its provisions must be viewed as authoritative. 
As such, NIGC fingerprint submissions for Class III primary 
management officials and key employees, absent a preemptive 
tribal-state compact, are within NIGC's "official use" and will 
be processed by the FBI. 

Our review of the Act reveals no explicit authority for 
direct access to FBI CHRI by Indian tribal governments, As 
previously stated. Section 2708 does not constitute, in our view, 
such an authorization because of the ending phrase "unless 

otherwise prohibited by law." The Menard case is such a 

prohibition. This prohibition is now set out in 20 C.F.R., 
Section 20.33. The only exception by which state and local 
agencies may access FBI CHRI is through state enactment of Pub.L. 
92-544 statutes or an express Federal statute. As stated, 

Section 2708 by its own terms is not such a Federal statute. 

We also do not believe that language in the Act 
requiring criminal background checks or defining eligibility in 
relation to the existence or nonexistence of criminal records 
constitutes such an express Federal statute. Our longstanding 
policy has been that Congress must clearly define an exception to 
the Menard prohibition authorizing access to CHRI for non-Federal 
licensing purposes. The FBI has never recognized such an 
exception solely from language indicating that background 
screening should be undertaken, nor from language indicating that 
some form of criminal record is a disqualification from licensing 
or employment. We have reviewed the statutory history of the Act 
and can find no indication that Congress intended for tribal 
governments to access FBI CHRI. In fact, we believe Section 2708 
.to state the contrary intent. 

Access by the tribes may be claimed based on Section 
2710(c)(3) and (4) of the Act. Under that Section, NIGC may 
issue a certificate of self regulation to a tribe operating Class 
II games, based on. Inter alia , the implementation of an adequate 
system for " investigation .. .of all employees." Perhaps more 
importantly, NIGC must review tribal ordinances authorizing Class 
II gaming to ensure, inter alia , that the ordinance ensures that 
background investigations are conducted in primary management 
officials and key employees. Section 2710 ( b) 2 ) ( F) . This 
ordinance must also establish a standard for disqualification of 
such officials or key employees, which includes "criminal record" 
which would "pose a threat to the public interests or to the 
effective regulation of gaming." Section 2710 ( b) ( 2 ) ( F) ( i i ) ( II ) . 
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These provisions discussed are not similar to nor do 
they approach the explicitness of previous Federally legislated 
authorizations for non-Federal agency access to CHRI. See for 
example 15 U.S.C., Section 78q ("Notwithstanding any other 
provision of law, in providing identification and processing 
functions, the Attorney General shall provide the Commission and 
self-reoulatory organizations designated by the Commission with 
access to all criminal history record information."). An 
assertion by a tribe of direct access to FBI CHRI under these 
provisions would be, in our view, erroneous. 

Secondary dissemination of CHRI by NIGC is controlled by 
28 C.F.R., Section 20.33(b) and 28 U.S.C., Section 534(b). Both 
provisions authorize sanctions for secondary dissemination 
outside the receiving department or "related agencies." A 
related agency logically could be a tribal government or 
subdivision thereof which is participating with NIGC in — . 
background screening or activity related to official NIGC use of 
CHRI as described above. The requirement of Section 534(a) that 
the related agency must be a "governmental agency" must also be 
met, so that secondary dissemination of CHRI to a tribal 
government could only occur to a tribe recognized by the U.S. or 
•a state as a valid tribal government. 

The FBI has traditionally defined the boundaries of 
authority for access to CHRI (in the absence of a more 
authoritative definition, such as by the Courts), and then allows 
the accessing agency to screen its requests to ensure those 
boundaries are respected. NIGC will be provided with an 
Originating Agency Identifier (ORI) to allow for proper 
submissions under its authority and should be informed of the 
extent of that authority. Thereafter, submissions would not be 
reviewed by the FBI for compliance, except to the extent that any 
future audit program will review submissions and dissemination 
logs . 

2) Requests from State Regulatory Agencies - 

Responsibility for regulation of Class III gaming is 
joint between states and tribes. There is no language in the Act 
authorizing states or tribes to receive FBI criminal history for 
background screening, and as discussed. Section 2708 does not 
authorize access to CHRI by the tribes or state agencies. For 
this reason Pub.L. 92-544 can be the only avenue by which 
authorization can be established for access to FBI CHRI. If a 
state enacts or has enacted a law pursuant to Pub.L. 92-544 for 
background screening for gambling purposes and a state agency 
designated thereunder has assumed responsibility for Indian 
gaming (by state-tribal compact, for example), access to FBI CHRI 
is authorized. 
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Note that the existence of a tribal-state compact 
alone does not authorize access to FBI records. Pub.L. 92-544 
requires a state "statute. " Our interpretation, supported by OLC 
.opinions, is that any law authorizing access under Pub.L. 92-544 
must be legislatively enacted (or the equivalent to legislative 
enactment). A state executive order or administrative 
regulations cannot create a Pub.L. 92-544 authorization. The 
compact we have previously reviewed, between the State of 
Connecticut and the Mashantucket Tribe has been legislatively 
recognized and is, therefore, a "state statute" under Pub.L. 
92-544. Submissions will be accepted thereunder by the terms 
created in that Compact. 

k 

Secondary dissemination to tribal governments would be 
permissible under the same conditions specified in section one 
(1) above. Such dissemination could occur to a lawfully 
recognized tribal government which Is assisting the designated 
state agency with a background investigation and therefore has 
need for such information. 

3) Requests from Tribal governments - 

As previously stated, the Act contains no language 
purporting to authorize access to FBI records by tribal 
governments and therefore, Pub.L. 92-544 is the only avenue for 
such access. Pub.L. 92-544 authorizes such exchanges with state 
and local governments 1 for noncriminal justice purposes pursuant 
to a state statute. We believe that a recognized tribal 
government can be an eligible governmental entity under Pub.L. 
92-544, and therefore, can receive FBI records directly if 
authorized by state statute (approved by AIU). A tribal 
ordinance could not effect that authorization. A tribal-state 
compact, as previously discussed, can effect such authorization 
only if enacted (or the equivalent thereof) by a state 
legislature. 

No secondary dissemination would be permitted outside 
the tribal government in any case, except to governmental 
agencies assisting in any authorized background screening 
activity . 


As to both state and tribal requests, our mission will 
be to review and approve the authorization requests by reviewing 
statutes submitted under Pub.L. 92-544 and 28 C.F.R., Section 
0 • 85 ( j ) . Once approved, the burden, as with all Pub.L. 92-544 
submissions, then falls on the state bureaus to screen 
submissions to ensure that any submission falls appropriately 
'under the authorized purpose. 
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Our analysis above reconciles existing law and 
regulations concerning the FBI's authority to exchange criminal 
history information with Federal, state, and local governmental 
agencies and the IGRA and NIGC's regulations. As noted, the Act, 
in distinguishing Class II and Class III gaming, creates somewhat 
different regulatory schemes and, therefore, may Impose different 
duties on NIGC. Bingo (Class II) is widely legal for both 
charitable and ncncharitable purposes in most states. Thus, as 
to Class II gaming, the Act clearly establishes NIGC 
responsibility for screening of management contractors and 
associated individuals, when gaming is contracted out by a tribe, 
and primary management officials and key employees, when the 
gaming is conducted by a tribe itself. 

NIGC's role is more limited in Class III gaming under 
the IGRA, especially when tribal-state compacts are in existence. 
NIGC will be able to submit fingerprints for management _ 

contractors and associated individuals. In all other areas, the 
high degree of regulation accorded to Class III gaming is 
generally to be accomplished jointly by tribes and states. 
Background screening of primary management officials and key 
employees may be conducted by NIGC, unless preempted by a tribal- 
state compact which places this responsibility elsewhere. It 
should be noted that background screening on gaming employees who 
do not fall within the definition of "primary management 
•official" or "key employee" is within the exclusive province of 
Pub.L. 92-544 approved statutory enactments. 


Submlsslon_Procedures 

1) NIGC will be informed of the Interpretation 
contained herein, along with the following information: 

a) That NIGC will be assigned an appropriate ORi and 
given fingerprint cards for its submissions as authorized; 

b) That NIGC submissions will be billed to NIGC at the 
existing governmental rate of $17.00. 

2) That state identification bureaus will be informed 
of the interpretation contained herein, along with the following 
information: 

a) That state statutes and supporting materials will 
require review under 20 C.F.R., Section O.05(j) and Pub.L. 
92-544 by the Access Integrity Unit; 
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b) That where such processes are in existence the 
processing of fingerprint cards for authorized state 
agencies will be subject to the existing Federal user fee 
of $23.00. 

c) That authorized tribal governments may submit through 
the appropriate state identification bureau on a tribal 

\ OR I to be paid at $23.00. 
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MEMORANDUM OF UNDERSTANDING 
REGARDING THE DISSEMINATION OF CRIMINAL HISTORY RECORD 
INFORMATION BY THE NATIONAL INDIAN GAMING COMMISSION 


In order to facilitate the undersigned tribe (Tribe) in determining the suitability of 
individuals who have applied for employment as key employees and primary management 
officials in its gaming operations, the National Indian Gaming Commission (NIGC) will be 
obtaining criminal history record information (CHRI) from the Federal Bureau of Investigation 
(FBI) on these individuals and disseminating such information to the Tribe. 


This memorandum sets forth the following conditions under which the NIGC will provide 
CHRI to the Tribe: 


1. The FBI has retained the right to approve the dissemination of CHRI and may at some 
future date prohibit the NIGC from disseminating CHRI. It is understood by the Tribe that the 
NIGC will not release any information without having received all required prior approvals from 
the FBI and will not release any information where prohibited from doing so by the FBI. It is 
further understood that the FBI may impose restrictions on the release and use of the CHRI in 
addition to those imposed by the NIGC and that the Tribe will be subject to all such additional 
restrictions. 


2. The CHRI provided by the NIGC may be used by the Tribe solely for the purpose of 
determining a particular applicant's suitability for employment in the Tribe's gaming 
operation(s). 


3. NIGC responses will only contain CHRI information on a particular applicant and will 
not contain recommendations or conclusions of the NIGC. The NIGC reserves the right to 
furnish to the Tribe summary memoranda containing the results of the information search of the 
criminal history records maintained by the FBI. 


4. CHRI provided to the Tribe shall be afforded proper security. The Tribe shall ensure 
that access to all CHRI furnished by the NIGC, including all summary memoranda, is restricted 
to personnel directly involved in licensing deliberations. The Tribe shall maintain records of 
the identities of all persons receiving access to the CHRI and such records shall be furnished to 
the NIGC upon request. 
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5. Except in connection with proceedings related to the Tribe's licensing determinations for 
gaming employees, neither the CHRI nor any summary memoranda furnished by the NIOC shall 
be reproduced, disseminated, or introduced in a court of law or administrative hearing, without 
the prior written consent of the NIOC. 


6. Employees, past and present, of the NIGC will not be called as witnesses to testify 
relative to CHRI disseminated to the Tribe before any Tribal court or in any Tribal 
administrative hearings, except in extraordinary circumstances to be determined by the NIGC. 


7. Any request for access to the provided CHRI try therindrvidual who is the subject of the 
CHRI shall be referred to the NIGC for processing and an appropriate response pursuant to the 
Freedom of Information and Privacy Acts (Title 5, USC, Section 552 and 552a). 


8. Tribal authorities will be promptly notified in the event that the NIGC determines that 
it is necessary to discontinue providing CHRI information to the Tribe (either in whole or in 
part) due to the Tribe's failure to comply with the conditions set forth in this memorandum. 


The Tribe acknowledges and consents to the above-staled conditions on this 
day of 199_. 


Tribe 


Authorized Tribal Official 
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Mr. Hope. Class I is traditional tribal games generally played by 
tribal members in conjunction with tribal ceremonies; that is com- 
pletely regulated by the tribes. Class II gaming is essentially bingo, 
pull tabs and associated games. Those are regulated primarily by 
the tribes with oversight by the Commission. Class III is all other 
gaming, including electronic, electromagnetic machine games, 
poker, jai alai, horse racing, craps, everything else — lotteries, ev- 
erything else that you can gamble on. 

Mr. Abercrombie. And Class III is generally the bone of conten- 
tion with respect to the publicity and the confrontations. Is that not 
the case? 

Mr. Hope. That is true. Class 3 competes with Nevada and At- 
lantic City. 

Mr. Abercrombie. Okay. Continue. 

Mr. Hope. In mo^t of the examples that were cited by Mr. 
Torricelli and Mr. Trump as to organized — their alleged 22 orga- 
nized crime incidents, occurred prior to the passage of the Act. 
Some of these incidents I am familiar with. Some of them do not 
involve indication of organized crime. I do not have the whole list, 
I just heard them mention seven or eight of them. 

There are a couple of issues as to whether or not various people 
are members of organized crime. In several cases I have ongoing 
investigations the contents of which I am not able to divulge at this 
time. 

In terms of whether or not organized crime is engaged in Indian 
gaming, I don’t know. We have not found it. I have had many con- 
versations with Mr. Maloney both before and after his testimony 
last year. In fact, I was on tnat panel when he gave his testimony, 
and we will be vigilant in looking for it, and wnen we find it, we 
will take our regulatory action 

Mr. Abercrombie. Excuse me, Mr. Hope. Mr. Maloney, for pur- 
poses of the record, is a member of the Department of Justice? 

Mr. Hope. Yes. 

Mr. Abercrombie. Okay. Thank you. 

Mr. Hope. His testimony has been included in this record. 

When I find organized crime, I will take my regulatory action, 
which is twofold, to get the people out of Indian gaming, and, if I 
know of a crime or evidence of a crime, to turn it over to the appro- 
priate authorities. 

Enforcement in our organization is civil. We can issue fines for 
the violation of our regulations, tribal regulations, and the Act, and 
we can issue orders of closure, but criminal prosecution and crimi- 
nal enforcement lies with the Justice Department with whom we 
coordinate. 

I think that the regulatory structure that was enacted in 1988 
is becoming sufficient. It is not yet sufficient because there is still 
a certain amount of litigation going on as to the meaning of dif- 
ferent parts of the law, particularly machine games. We thought 
the litigation had been put to bed in May with the decision in the 
D.C. Court. But it was resurrected last week in an appeal where 
a stay was granted by the D.C. Circuit Court. If you have any ques- 
tions about the stay, I direct them to my General Counsel, Mr. Cox. 

But it is my feeling, and it is my experience, that there are suffi- 
cient controls and there is sufficient authority to cany out the ef- 


« 
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fective regulation of gaming. It is just that the perception of some 
of the people on the prior panels is that it is not here yet. And that 
perception is probably accurate because, as Mr. Torricelli said, we 
did let gaming run loose for about 12 or 14 years before the Act 
became imposed upon it and we are playing catchup. It will take 
some time to weed out the people that need to be weeded out. But 
the process is under way, and I feel that the tools are adequate to 
the job. 

Mr. Abercrombie. Mr. Calvert, would you care to make any com- 
mentary or questions at this point? 

Mr. Calvert. Thank you, Mr. Chairman. I just, as you know, 
just walked back into the hearing. 

Mr. Abercrombie. Would you like a moment to gather your 
thoughts? 

Mr. Calvert. Just a few more minutes, if you wouldn’t mind. 

Mr. Abercrombie. Sure. 

Mr. Quasula, you are in charge of the Division of Law Enforce- 
ment; is that correct? 

Mr. Quasula. For the Bureau of Indian Affairs, yes, sir. 

Mr. Abercrombie. Well, you just heard Commissioner Hope, 
Chairman Hope’s remarks. Would you care to amplify on those re- 
marks in the context of the question I asked about the ability of 
those engaged — those tribes engaged in gaming, to forestall pene- 
tration by organized crime? 

Mr. Quasula. I would have to agree that there has been a con- 
certed effort by tribal leadership and others in Indian gaming to 
ferret out what is there. Going back to Mr. Trump’s statement, I 
have got to disagree in that we have a strong relationship amongst 
BIA law enforcement people, tribal law enforcement people, States, 
counties, the FBI, the Office of Inspector General, not only with 
law enforcement issues that come up with Indian gaming, but with 
any law enforcement matters that arise on Indian reservations. 

I think it is fair to say that we believe that we always could do 
with more people, and it behooves us to establish lines of commu- 
nication and have a cooperative working relationship with any law 
enforcement agency. 

Mr. Abercrombie. Have you ever had a request made of you by 
a State or any other regulatory agency, authorized regulatory agen- 
cy under a compact agreement, which you refused or which you ar- 
gued with? 

Mr. Quasula. No. I think that we have cooperated to the hilt. 
We have made a deliberate effort to share names with State law 
enforcement people, with county law enforcement people, with the 
FBI. In fact, we have a written Memorandum of Understanding 
with the FBI to check, name check, fingerprint check, for anybody 
that wants to get into Indian gaming. And we have been more than 
cooperative with anybody that is interested in making sure that 
people who are involved in Indian gaming are on the up and up. 

Mr. Abercrombie. Has any agency within which there is an 
agreement under compact arrangements, ever registered a formal 
complaint with your division as to a lack of cooperation with re- 
spect to law enforcement? 

Mr. Quasula. Not to my knowledge, no. 

Mr. Abercrombie. How long have you been on the job? 
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Mr. Quasula. With the Bureau of Indian Affairs, a little over 19 
years; here at headquarters, a little less than three years. 

Mr. Abercrombie. So you have actually been in the law enforce- 
ment end of this for the majority of the time the law has been in 
existence? 

Mr. Quasula. That is correct. 

Mr. Abercrombie. You have heard the testimony of Commis- 
sioner Hope and Secretary Deer of the IRS. Now, they didn’t go 
into, Mr. Palmer didn’t go into necessarily all of the testimony, you 
may not have had a chance to read it yet. I commend it to your 
attention. But from what you heard, could you comment on the 
suggestions of the IRS with respect to improvements that might be 
made under the law in the area of the Bank Secrecy Act, et cetera, 
in the context of improving the capacity of Indian gaming to fore- 
stall criminal activity? 

Mr. Quasula. You know, personally, I am not totally familiar 
with the statutes they are talking about because that is not some- 
thing we do every day. We rely on IRS and others to have the ex- 
pertise. But I would think that across the board, if it is going to 
ensure just that much more that Indian gaming is on the up and 
up, then I would think that anybody would welcome that. 

Mr. Abercrombie. Well, I think the thrust, just so I make sure 
that my questions to you are clear, the thrust of the IRS testimony 
and the Department of Justice testimony was not that the casinos 
were acting in a derelict manner, but rather that those individuals 
and groups who might want to take advantage of the casino oper- 
ations for their criminal activity could be more thwarted than they 
are now, should their recommendations be put into place. 

Mr. Abercrombie. Secretary Deer, do you have a comment on 
that testimony? 

Ms. Deer. I have not had an opportunity to read it, but I believe 
that the Indian tribes are open for ideas to improve operations and 
to keep the operations accountable, honest and efficient, and so it 
would be my assumption that there would be a discussion and 
study of this, and if tnis was determined to improve the operations, 
then it probably should be. 

Mr. Abercrombie. Chairman Hope? 

Mr. Hope. Mr. Chairman, we serve on the committee with the 
Treasury, working on this issue, and to my knowledge, there is no 
Indian tribe which has an objection to this being incorporated in 
the process. 

Mr. Abercrombie. What I would ask you to do, then, is take a 
look at the IRS testimony. Perhaps over the next two weeks while 
the record is open, you might want to submit some commentary on 
it or some observations on that testimony for the record. Could I 
ask you to do that? I think it would prove very helpful to us. 

Commissioner McKeag, I started with you, and you didn’t get an 
opportunity to speak. Would you care to comment on anything that 
has been said to this point or amplify any other — I would like you 
to answer, if you could, in a further context — Mr. Trump made, 
from my point of view, some rather unfortunate observations with 
respect to the capacity or desire of Indians to address some of the 
questions that he raised. I presume as a member of the Indian 
Gaming Commission you have a view on that? 
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Ms. McKeag. Well, quite frankly, I wish one of the Members of 
the committee had asked Mr. Trump if he ever visited an Indian 
casino or an Indian bingo operation, but be that as it may, I do 
want to emphasize what the Commission’s role is as part of this 
Act. Mr. Hope said we have civil enforcement responsibility. We are 
the preventive medicine arm of the Act. We do the background in- 
vestigations which assure that the criminal element does not be- 
come involved in Indian gaming. 

In the existing operations, we can call in any contract where we 
suspect there may be some problem. We have hired field staff 
which have visited substantially all gaming operation in the entire 
country, since becoming operational on February 22nd of this year. 

In the testimony, there is a list of what we have done, including 
working with the FBI, with our memorandums of understanding, 
so that we can process fingerprints. We can have access to the 
FBI’s criminal records that are available to us, so that we can find 
out whether or not there may be some criminal element. When it 
comes to actually enforcing that, we have to turn to the FBI, and 
they do the actual enforcement of the criminal problems on the res- 
ervation. 

Mr. Abercrombie. Thank you. 

Commissioner Frank, would you care to comment at this junc- 
ture? 


STATEMENT OF HON. JOEL FRANK 

Mr. Frank. Thank you, Mr. Chairman. 

One of the things I would also like to point out is that the act 
does say that we are oversight, and that we have oversight respon- 
sibility when it comes to the regulating of Indian gaming, and that 
the primary responsibility of regulating lies with uie tribes. And to 
that end, I think that some of the earlier comments that were 
made by earlier panels suggested that there was no regulation 
whatsoever, that, I could point out, that there are tribes out there 
that do have the sophistication and the capability of regulating 
maybe far superior them maybe some other States or organizations 
in law enforcement may have or may not have, and that they have 
demonstrated that. 

I think there is one group down in Florida that have exercised 
their governmental regulatory responsibilities in trying to make 
sure that there are no criminal elements in their gaming operation, 
and that is still going on as an ongoing review. 

I think that as far as a review is concerned, that is something 
that is never going to cease, and I think that as more tribes expand 
their regulatory enforcement capabilities, we are going to see even 
greater scrutiny than what the current law in which Indian gaming 
is now currently regulated. So I just wanted to point that out. 

Mr. Abercrombie. Thank you. 

I don’t want to anticipate Mr. Calvert’s question, but he did raise 
some questions before about possible management contracts with 
existing casino operations and Class III operations in California 
and some of the questions that that might raise. 

If vou are ready, Mr. Calvert, having established that context, 
whicn I found very interesting and informative, I would defer to 
you at this juncture. 
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Mr. Calvert. Thank you, Mr. Chairman. 

As I stated in my opening statement, I am supportive of Class 
1 and Class II gaming in the State of California. And in my mind’s 
eye, that is not the issue today, as far as it relates to California. 
It is the issue of Class III gaming that is presently taking place 
in California, which, as you know, we have no law in California 
that allows Class III gaming. 

There are several reservations that have slot machines in San 
Diego County, I believe all of those operations are in San Diego 
County, approximately 700 slot machines. And as I understand the 
limits of your responsibilities in the — as far as your regulatory lim- 
itations, that you can only regulate Class I and Class II gaming; 
is that correct, in California? 

Mr. Hope. Well, most of those machine games are in Class II op- 
erations. And insofar as we regulate Class II operations, we forbid 
the operation of Class III gaming without a compact. The current 
situation is — and this is not limited to San Diego County but, in 
fact pandemic throughout the State of California — that the tribes 
have taken the position that the act includes "electronic devices” as 
bingo or pull-tabs. 

They have sued us to prevent our enforcing the Act. And we have 
won in court, in a 25-page opinion by the judge in the district 
court. And they have appealed. And as part of the appeal, they re- 
quested that the Court of Appeals grant them a stay, pending the 
appeal, and that was granted by the Court about two weeks ago. 

It is very difficult to marshal the forces of the U.S. Attorneys and 
to convince them that it is a useful expenditure of their money to 
prosecute these machine games at a time when some of the Califor- 
nia tribes have sued us over the machine games. Three of those 
tribes are from California and have a “stay” against our enforcing 
the law. Coupled with this, is the possibility that these may become 
legal by another decision in California by Judge Burrell, which is 
being appealed by the State on the question of whether or not the 
State is required to negotiate for this form of gaming. So it is the 
courts that are slowing us down, at this point. 

Mr. Calvert. The point that I am trying to arrive at in the in- 
terim, while this stay is in effect, is there any regulation at all on 
those slot machines? 

Mr. Hope. The tribes 

Mr. Calvert. Since that is Class III gaming? 

Mr. Hope. The tribes consider them to be Class II and are regu- 
lating them as though they were Class II gaming. 

Mr. Calvert. So they are self-enforcing their own machines? 

Are you involved in regulating the — let me ask this question 

Mr. Hope. No, we are not involved in regulating machine games. 

Mr. Calvert. Do you know what the source of money, where the 
source of money came from to acquire those machines? 

Mr. Hope. My understanding is generally that they came from 
the profits of the other Class II operations. 

Mr. Calvert. But again, that is from listening to those individ- 
uals who are operating the casino themselves as a Class II casino, 
the Indian tribe itself? 

Mr. Hope. Yes. 
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Mr. Calvert. The revenue, then, there is no trace or no track on 
that revenue that is being generated by those slot machines, at the 
present time, because there is no compact with the State of Califor- 
nia? 

Mr. Hope. We do not regulate them, that is correct. And I don’t 
think it is anyone else’s jurisdiction other than the tribes to regu- 
late, I don’t think there is a claim of jurisdiction elsewhere. 

Michael, would you 

STATEMENT OF MICHAEL COX 

Mr. Cox. My name is Michael Cox, I am the General Counsel to 
the National Indian Gaming Commission. The way the Commission 
regulates the revenues would be through the review and approval 
of the management contracts the tribes may have entered into with 
their management company which would include the operation of 
their bingo games and tnose machines. So the Commission, in some 
instances, has called in some of the contracts in California for re- 
view of those contracts, and also to conduct background investiga- 
tions on those persons that have a financial interest in the con- 
tract. 

So the Commission does have the capability and is going to be 
looking at the source of and where the revenues are going, and how 
thev are being used. That is part of the Commission’s responsibility 
under our management contract review and also the ordinance re- 
view, tribal — Indian tribes have to have tribal gaming ordinances 
which are approved by the Commission. And one of the require- 
ments of those ordinances, is the tribes have done annually an 
independent audit of their gaming revenues, and that has to be 
submitted to the Commission. 

Mr. Calvert. I understand, at the present time, we do not know 
what the source of funds were for those slot machines nor do we 
know where those dollars are going to from the slot machines; is 
that accurate to say? 

Mr. Cox. At the present time, we do not know where — how the 
revenues are being used or where the tribes obtained the money to 
acquire the machines. In some cases, as the Chairman pointed out, 
they were through the revenues from their bingo operations. In 
other cases, they are leased from leasing companies who come into 
the State of California and who share the profits with the tribe, 
and those monies are leaving the State, going into the pocket of 
those vendors. 

Ms. McKeag. Excuse me, if I could just add to that, Mr. Calvert, 
that does not mean that we will not be able to know. As indicated 
in our testimony, we became operational on February 22nd. There- 
fore, only recently have we had review management contracts. 

Before February 22, 23 did not have authority to review audits 
or call in and review existing management contracts where there 
were questionable operations or use of the funds or the source of 
the funds. In addition, our field staff could not go out and collect 
that kind of information. We do now, and we intend to do our job. 

Mr. Calvert. Let me ask a — I don’t want to ask speculative 
questions, but we have heard a lot of that today, so I will carry 
tnat on. The stay that is in place now, we have a case in California, 
you mentioned earlier, Mr. Hope, which may allow Class III gam- 
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ing to take place in California. And at the present time, there isn’t 
a compact with California, obviously, because we don’t allow Class 
III gaming in the State of California. 

We have 94, I believe is it 94 federally recognized Indian tribes 
in California. I think it is also accurate to say that many legitimate 
casino operators, such as Caesars World, are coming into California 
looking for management agreements to operate on tribe property, 
based upon the fact, I think, that they want to operate Class III 
gaming, not Class I and Class II gaming. 

Mr. Hope. I am sure that they nave negotiated these agreements 
in anticipation that Class III gaming would become legal. I know 
that they would never risk losing their Nevada licenses by operat- 
ing in a gray area in some other State. 

Mr. Calvert. So in anticipation that Class III gaming will come 
to California, many legitimate operators from Nevada and else- 
where are coming into California looking for management agree- 
ments? 


Mr. Hope. The Agua Caliente Agreement, to which you referred, 
has not been submitted to us yet. They have not finished their 
agreement. But my understanding is that it provides only for Class 
II and specifically for bingo and pull tabs, although they expect 
that if Class III becomes legal that they will manage that also. 

The casino in California is a word that should not be used syn- 
onymously with Class III. There are a number of compacts in the 
State of California for Class III gaming, but that is only for off- 
track betting, at the present time. They are called casinos by a lot 
of people. 

When you heard testimonv earlier today about some number of 
casinos operating, that would include the five California off-track 
betting operations as casinos. “Casino” is generally used as any- 
thing other than Class II. 

The compact with the State, whether or not there is one in Cali- 
fornia, probably will have to do with the lottery definition in Cali- 
fornia, as to who is allowed to do what. 

Mr. Calvert. The concern that I have here is that you have a 
relatively small staff, obviously your jurisdiction is a Class I, Class 
II gaming? 

Mr. Hope. Yes. 


Mr. Calvert. California could conceivably be the largest gam- 
bling State in the United States, certainly Las Vegas accounts for 
the majority of all gambling dollars expended in this country. 
There is tremendous, as you know, tremendous interest in locating 
casinos in California. 

Mr. Hope. Yes. 


Mr. Calvert. Do you believe, does it matter whether it was In- 
dian reservations or legitimate casino operations that are presently 
located in Nevada? If you had 100 casinos in Nevada spread all 
over the place, do you believe that presently with your staff, with 
reasonable changes within the Indian Gaming Regulation Act that 
is being proposed, that we could monitor and make sure that crime 
syndicates are not involved in California? 

Mr. Hope. Yes. Not through my staff, but under the Act. If Class 
III gaming were allowed, there would be a compact with the tribe, 
among the tribes in the State of California, which would call for 
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regulation by the agency that the tribe and the State agreed upon, 
whether that was the State Police or, in some cases, tribal police 
or some combination or some new entity. 

California recently tried to create a gaming commission through 
its legislature, which I understand has not yet been passed. It 
failed once and is up again. There would be some sort of vehicle 
within the State which would be financed most likely from the rev- 
enues of these casinos, so that it would not be a drain on the re- 
sources of the State of California, and would, in fact, probably pro- 
vide jobs and revenue and a tax base for the State. 

To say, as has been said before, that Indians don’t pay taxes, is 
simply wrong. The tribe does not pay taxes on some income. But 
when that money is distributed to tribal members, that gaming in- 
come is taxed the same way as anyone else. 

It is very similar to a charity, a 501 (CX3). The charity does not 
pay taxes, but its employees do. And the tribe in Connecticut, you 
will hear on the next panel, provide a tremendous tax base for the 
State of Connecticut. 

Mr. Calvert. I guess the concern is that if we don’t amend the 
Indian Gaming Regulation Act and the courts decide the Class III 
gaming could come to California, which is conceivable, then the 
concern at that point is going to be regulating gambling in Califor- 
nia, large-scale gambling. And I just want to hear from you that 
you are comfortable, and from the BIA’s opinion, that they are com- 
fortable that that type of mqjor gambling, gaming in California 
could be regulated and make sure that organized crime does not 
enter the State of California. 

Mr. HOPE. I am sure that California and the tribes can come up 
with an adequate system, yes. 

Mr. Calvert. If I could continue. 

There was one question that I asked the last panel, and I would 
like to ask this panel. It is common knowledge that Class III gam- 
ing is being conducted today, of course, as I mentioned earlier, on 
many California, New Mexico, and Washington State Indian res- 
ervations, without a tribal-state compact, including electronic 
games of chance, video poker, slot machines, and video blackjack. 
Is it not a violation of State and Federal law to conduct such gam- 
ing without a compact, assuming the States can compact the games 
in the first place. That is being a little redundant, I am asking that 
again. 

Mr. Hope. I think most of the Washington State tribes have com- 
pacts. I know there are one or two that do not in the Eastern side, 
but there are many compacts in place. 

I would like my General Counsel, though, to answer this ques- 
tion, if it is all right? 

Mr. Cox. It is a violation of Federal law, it is certainly a viola- 
tion of the Indian Gaming Regulatory Act to operate electronic 
games without a tribal-state compact, and it is also a violation of 
another Federal law, the Johnson Act, which prohibits gambling 
devices in Indian country. 

Again, as has been pointed out, some of the tribes argue that cer- 
tain kinds of games, they believe, fall within Class II gaming. The 
Commission rejected that, and as we have mentioned, we are in 
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court with the tribes on that, and we have been enjoined from con- 
ducting any enforcement with respect to those kinds of games. 

With respect to other kinds of games, which clearly — machine 

f ames, which clearly fall within Class III, the recent decision by 
udge Burrell in Sacramento certainly is going to cause the United 
States attorneys in California, who have ultimately the discretion 
to decide what to do about the gambling in the State by the tribes, 
they have to consider that decision. The judge has indicated that 
California does not prohibit gambling devices as a matter of public 
policy, believing that certain types of gambling equipment used as 
part of the State lottery are similar, if not identical, to the types 
of electronic games the tribes have requested the State to negotiate 
a compact for. That kind of a decision certainly requires the United 
States attorneys to determine whether their resources are best 
used on prosecuting or seizing devices which may later turn out to 
be the subject of tribal-state compacts. 

It is a difficult kind of complex problem when you have courts 
that have ruled that a State is obligated to negotiate over that type 
of gambling while, at the same time, it is certainly not legal to op- 
erate with those machines while you are attempting to get a com- 
pact. 

Mr. Abercrombie. Does that satisfy the question? 

Mr. Calvert. Yes, Mr. Chairman, thank you. 

Mr. Abercrombie. I have nothing further at this point, then, for 
the panel other than to say thank you very much, and to indicate 
that I don’t want to gamble on the endurance level of my kidneys 
any longer, so I will declare a five-minute recess before our fourth 
and final panel comes up. I trust that everyone will take advantage 
of it. 

[Recess.] 

PANEL CONSISTING OF TIMOTHY WAPATO, EXECUTIVE DIREC- 
TOR, NATIONAL INDIAN GAMING ASSOCIATION; RICHARD 
JAMES ELROY, RETIRED SPECIAL AGENT, FEDERAL BUREAU 
OF INVESTIGATION; G. MICHAEL BROWN, PRESIDENT AND 
CEO, MASHANTUCKET PEQUOT NATION’S FOXWOODS CA- 
SINO AND HIGH STAKES BINGO, LEDYARD, CT, ACCOM- 
PANIED BY LT. COL. ROBERT ROOT, CONNECTICUT STATE 
POLICE; F. WILLIAM JOHNSON, CEO, MYSTIC LAKE CASINO, 
SHAKOPEE SIOUX TRIBE, PRIOR LAKE, MN ACCOMPANIED 
BY POLICE CHIEF DICK POWELL, CITY OF PRIOR LAKE PO- 
LICE DEPARTMENT 

Mr. Abercrombie. As is often the case with an issue that has 
high visibility and interest when we have a panel — we have several 
panels, and, unfortunately, it takes some time to get to them. 

I want to thank the members of our fourth panel, Mr. Elroy, Mr. 
Wapato, Mr. Brown, and Mr. Root, Johnson, and Powell for their 
patience, and I genuinely mean that. Aloha, and welcome to all of 
you, we are anxious to hear what you have to say. 

We will move right to it with Mr. Elroy, who is a retired special 
agent of the Federal Bureau of Investigation. 

Mr. Brown. He is not here, sir. 

Mr. Abercrombie. Oh, he is not here? 

Mr. Brown. He is here, but I think he is in the men’s room. 
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Mr. Abercrombie. Is his testimony submitted? 

Mr. Brown. I don’t know. 

STATEMENT OF TIMOTHY WAPATO 

Mr. Abercrombie. Mr. Wapato? 

I may have mispronounced vour name. 

It is Wapato, is that correct? 

Mr. Wapato. That is correct. 

Mr. Abercrombie. I beg your pardon. 

Mr. Wapato. Mr. Chairman, my name is Tim Wapato. Before I 
get into my testimony I have some people I would like to introduce. 
They have been sitting very patiently in the audience also. 

Mr. Abercrombie. Please. 

Mr. Wapato. Last month, the Mille Lacs Band of Ojibway in 
northern Minnesota dedicated the first permanent primary and 
secondary school buildings on its reservation. These schools were 
not built with Federal tax dollars or with State funds, but were fi- 
nanced entirely by revenues generated from the tribe’s own casino. 

I would like to welcome and introduce the Mille Lacs chair- 
person, Marge Anderson, along with the delegation of tribal elders 
and five young members from the Nay-Ah-Shing school, in the first 
student class. And we are very honored to have them here. I won- 
der — 

Mr. Abercrombie. Could you folks kindly stand so that we can 
recognize you. 

Are they out in the hallway now? 

They probably had the same kind of endurance problem I had. 

Mr. Wapato. Mr. Chairman, we had four elders accompany us to 
learn a little bit what passes for process in this hearing, and 

Mr. Abercrombie. As you can tell from the previous panel, free 
speech reigns. 

Mr. Wapato. And I appreciate that. 

Mr. Abercrombie. No matter how idiotic. 

Mr. Wapato. Like they say, that is what made America great. 

Mr. Chairman, my name is Tim Wapato, I am the Executive Di- 
rector of the National Indian Gaming Association. As you may be 
aware, prior to serving as the Executive Director with the National 
Indian Gaming Association, I spent some time as the Commissioner 
at the Administration for Native Americans, which is charged with 
the responsibility for developing and providing grants to Indian 
tribes for economic development. 

I also spent a considerable amount of time as a police officer. I 
retired from the Los Angeles Police Department as a lieutenant of 
detectives. During that time, I served as a lieutenant of a special 
investigation team investigating robberies, homicides, vice and nar- 
cotics. During that time, I had Been loaned to the Bureau of Indian 
Affairs to assist in setting up a police department on the Colville 
Confederated Tribes Reservation, which is also my tribe in the 
State of Washington. 

I have also worked as a consultant in the gaming, Indian gaming 
and have worked with the Sycuan Tribe of California and its gam- 
ing Commission to bring the 'police department and the gaming se- 
curity and surveillance into compliance with the Indian Gaming 
Regulatory Act. I mention that because I believe with my varied 
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background I have some experience and knowledge to provide the 
subcommittee with an overview of law enforcement, of regulation, 
and security status in the Indian gaming industry. 

I can tell you that no other economic activity in this country has 
more layers of regulation specifically devoted to protecting against 
the influence of organized crime. NIGA, as you may be aware, is 
an association of Indian tribes, it is a nonprofit organization work- 
ing to protect tribal sovereignty and to promote tribal, economic de- 
velopment through gaming enterprises. 

It also serves to provide technical assistance to its member 
tribes, including law enforcement and security. Selected officers, 
and we have — our Chairman is in the audience, Richard G. Hill is 
Chairman from the Oneida Tribe. Our Vice Chairman is Dan Tuck- 
er who is from California, Sycuan Tribe. Jacob Viarrial was in the 
audience, I don't know if he is still here, and Nathan Small. 

Mr. Chairman, in 1988, against the wishes of tribes across the 
Nation, and the non-Indian gaming industry with active support of 
State government officials fought for and secured the enactment of 
the Indian Gaming Regulatory Act, IGRA. This act not only did not 
authorize or permit Indian tribes to engage in gaming, but it, in 
fact, limited tribal sovereignty in this area as confirmed in the Su- 
preme Court’s decision in the Cabazon case. 

Despite this loss of tribal sovereignty and control over economic 
operations, tribes were successful in making gaming a significant 
economic development tool. While Indian gaming amounts to only 
3 percent, 3 to 4 percent of the total gaming proceeds in the United 
States, that 3 to 4 percent by law must be dedicated to govern- 
mental activities and governmental services. 

The tribes use them, as you have heard, for such things as the 
school that I just spoke about, at Mille Lacs, but they also build 
sewer and water systems, roads, medical facilities, senior citizen fa- 
cilities, and similar services. Even with this documented beneficial 
impact of Indian gaming on Indian and non-Indian people, we once 
again are faced with the threat from a small number of individuals, 
most of whom you heard here today, on the Federal and State 
level, in concert with representatives of the non-Indian gaming in- 
dustry, to further erode tribal sovereignty by anti-Indian amend- 
ments to IGRA. 

These individuals who you have heard have made allegations 
that Indian gaming is largely unregulated and is crime ridden. As 
you heard from a number of agencies in the previous panels, there 
are four or five areas of regulation that exist in Indian gaming. 

The first is the Indian tribe itself, and the Indian tribe as a sov- 
ereign has the right and the duty and the responsibility to protect 
their membership. I would like to provide just a very brief outline 
of those levels of regulation that exist. 

Mr. Abercrombie. Mr. Wapato, your testimony will be entered 
in full. I have gone over it, I think it is quite detailed and to the 
point. 

Perhaps you could summarize for us. 

Mr. Wapato. We have the four levels of regulation, the tribal 
regulation, you are going to hear some people on this panel, the 
specifics that goes into. You have the Bureau of Indian Affairs that 
is responsible for review and the approval of contracts; you have 
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the National Indian Gaming Commission who has testified, that 
also has the review and the oversight; you have the Federal Bu- 
reau of Investigation; you have the U.S. Attorney. All of these lev- 
els of enforcement and regulation come into play on an Indian res- 
ervation and an Indian casino. And I think that to the contrary of 
being unregulated or nonregulated, there are layer upon layer of 
regulatory authorities that are and must be exercised in Indian 
gaming. 

I think one of the things that must be pointed out, the list of sup- 
posed infiltration by organized crime of 22 instances documented 
by news media and news clips are in the most part, for the large 
part, pre-IGRA, or passage of the law in 1988. And that we will 
provide to this committee in the time that the record is open, docu- 
mentation of what each and every one of those so-called allegations 
is. I think one of the most notable cases is the Rincon case which 
several people spoke to. 

A specific response was not given to a question that was asked 
of the gentleman from the FBI. That case was brought to the atten- 
tion of the Federal Bureau of Investigation by the Indian tribe it- 
self. 

The overture in that case was made to an individual tribal mem- 
ber, not to the tribal government. The tribal government identified 
that, they went to the Federal authorities on several occasions be- 
fore they were successful in having the Federal authorities proceed 
in a prosecution. 

There is another alleged incident of organized crime, where 
somebody was supposedly hired as a hit man on the Cabazon Res- 
ervation. In that case, there was, in fact, an overture made, a per- 
son was supposedly hired to be a hit man, a person was later con- 
victed, but it had nothing to do with Indian gaming. That was a 
private domestic dispute, where a hit man was hired to supposedly 
hit somebody. That person was convicted, served his time, and is 
now back out. But it had nothing to do with Indian gaming. But 
we will provide the documentation on that for this committee lest 
this committee take at face value the list of things that are on the 
list of 22. 

[The information follows:] 
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October 14, 1993 


The Honorable Bill Richardson 
Chairman 

Subcommittee on Native American Affairs 
Committee on Natural Resources 
1522 Longworth Building 
U.S. House of Representatives 
Washington, DC 20515 


Dear Mr. Chairman: 

On October 5, 1993, Representative Robert Torricelli appeared before 
the Subcommittee on Native American Affairs to introduce and laud Donald 
Trump. In his prepared statement, Representative Torricelli slandered and de- 
famed the entire Indian gaming industry by alleging widespread fraud, abuse 
and organized crime infiltration. Despite the testimony of the United States 
Department of Justice that 

the belief held by some that Indian gaming operations are rife with 
serious criminality is not established by the data currently available, 

and th 

The Department of Justice believes that to date there has not been a 
widespread or successful effort by organized crime to infiltrate Indian 
gaming operations, 

Mr. Torricelli attached to his statement a list of newspaper reports that he de- 
scribed as *22 specific examples of organized crime infiltration or corruption in 
tribal gaming that have been reported In the media * 

Because three of these *examp!es* referred to the Cabazon Band of 
Mission Indians, we feel obligated to respond to Representative Torricelli's 
statement, and repectfully request that this letter be included as part of the 
official hearing record. 

First, the statement alleges that the *Cebazon tribe (sic) In California 
hired a member of a local crime syndicate to run its casino.* This statement is 
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false. In I960, when the Cabazon Band originally opened its first card room, it 
sought recommendations for a manager from a variety of sources. Leo 
Durocher, the famous baseball player and manager, recommended Rocco 
Zangari to the Cabazon Band and Mr. Zangarl was hired for that position. Less 
than a year later, in 1981, newspaper stories appeared alleging that Mr. 
Zangari's brother, a prominent Palm Springs restaurateur, had some connec- 
tion with persons reported to be associated with organized crime in 
Philadelphia. As the result of these allegations, Mr. Zangari was summarily 
fired by the Cabazon Band and has had nothing to do with the Cabazon Band 
or its gaming activities for more than 1 2 years. 

Next, the Torricelli statement claims that "a tribal official who accused the 
manager of skimming profits later was forced out of office and found dead two 
months later. While the case has not been solved, investigators believe that the 
murder was mob related." Once again, Mr. Torricelli's sensationalized account 
bears little resemblance to the truth. Fred Alvarez, the tribal member referred to, 
served one four-year term on the Cabazon Business Committee. However, in 
June, 1981, Mr. Alvarez was defeated for reelection (not “forced out of office") 
because of his increasingly erratic behavior. This behavior included seeking 
tribal permission to grow marijuana on his tribal allotment and his increasing 
association with local motorcycle gangs. A month later, Mr. Alvarez and two 
non-Indian Companions were shot to death in his home some distance from the 
Cabazon Reservation. Despite the full cooperation of the Cabazon Band, the 
murders have never been solved and we are unaware of any evidence that they 
were erther “mob-related" or in any way related to his tribal affiliation. 

Finally, Mr. Torricelli makes reference to the fact that in 1985, a non-tribal 
employee pleaded guilty and was sentenced to four years in prison for attempt- 
ing to hire a person to murder the people supplying drugs to his girlfriend. This 
incident, while extremely unfortunate, was a personal matter and had nothing 
whatsoever to do with the Cabazon Band or its gaming activities. As a result, 
and contrary to Mr. Torricelli's allegations, this incident is not "an example of or- 
ganized crime infiltration or corruption in tribal gaming" and further demon- 
strates the lack of substance to the Torricelli statement. 

In summary, the Cabazon Band is proud of its gaming activities. They 
are we!!-run, honest, heavily regulated and have provided the tribe with a much 
needed source of tribal revenues and employment. Virtually all of the progress 
we have made over the last thirteen years is directly attributable to our tribal 
gaming enterprise. 

Finally, we would remind the Subcommittee and Mr. Torricelli that the 
Cabazon Band fought for seven years, all the way to the United States 
Supreme Court, to establish the right of Indian tribes to conduct gaming activi- 
ties on their reservations. Throughout that long fight, the State of California 
never once alleged any organized crime infiltration on the Cabazon 
Reservation. 

Not only were there no such allegations in the Cabazon litigation, the 
Ninth Circuit Court of Appeals specifically noted that while keeping criminals out 
of Indian gaming was a legitimate concern, "there is no evidence whatsoever 
that organized crime exists on these [Cabazon and Morongo) Indian reserva- 
tions." Cabazon Band of Mission Indians v. County of Riverside , 783 F.2d 900, 
904 (9th Cir, 1986). The United States Supreme Court reached the same con- 
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elusion: “California doss not allege any present criminal involvement in the 
Cabazon or Morongo enterprises, and the Ninth Circuit discerned none.* 
California v. Cabazori Band of Mission Indians. 460 U S. 202. 221 (1987) . 

In light of these facts and the recent Justice Department testimony. Mr. 
Torricelli's statement should be seen for what it is: a shameless attempt by the 
sponsor of the "Donald Trump Protection Act" to eliminate competition and to 
deprive tribal governments of the only economic development tool ever to suc- 
ceed in creating tribal self-sufficiency. 


Sincerely, 



Tribal Chairperson 


JAJ/saw 
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Mr. Wapato. I would also like to indicate, I think it is very clear 
and I think it came out very quickly, Mr. Trump cut to the chase. 
The real issue here is economic competition. It is not organized 
crime. It is not infiltration. 

There has been only one documented case of organized crime, 
and that one resulted in a successful prosecution. It is very clear 
that what is being proposed would restrict Indian gaming, it would 
propose to treat Indian gaming as New Jersey gaming, commercial 
gaming. 

Indian gaming is not commercial gaming, it is governmental 
gaming. If it is to be equated with any gaming it has to be equated 
with a State lottery, 40 States of which now have State lottery. 

It is a revenue-producing mechanism for Indian tribes as opposed 
to a profit-making enterprise by Indian tribes. There is a big dif- 
ference between revenue production and profit. 

Nobody on this committee or elsewhere suggests that State lot- 
teries should be taxed because they are governmental. And it is the 
same thing that Indian gaming is, I think it is very clear 

Mr. Abercrombie. Mr. Wapato 

Mr. Wapato. May I finish my thought? 

Mr. Abercrombie. Very well. 

Mr. Wapato. The organized crime allegations that organized 
crime is going to lead to the destruction of the culture on Indian 
reservations, that tribes will be victimized by organized crime are 
the furthest from the truth. Marge Anderson and the people that 
built the school in Mille Lacs with their gaming proceeds, have at 
the heart of their matter, the utmost concern for the tribal mem- 
bers and for the future. 

If we will be victimized by anything, we will be victimized if the 
Donald Trump Protection Act is passed. 

Thank you. 

[Prepared statement of Mr. Wapato follows:] 
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STATEMENT OF TIMOTHY WAPATO 
EXECUTIVE DIRECTOR 
NATIONAL INDIAN QAMINO ASSOCIATION 
BEFORE THE SUBCOMMITTEE ON NATIVE AMERICAN AFFAIRS 
COMMITTEE ON NATURAL RESOURCES 
U.S. HOUSE OF REPRESENTATIVES 

October 5, 1993 


Mr. Chairman, my name is Tim Wapato, Executive Diiector of 
the National Indian Gaming Association. I appreciate the 
opportunity to appear before this Subcommittee to testify on the 
issue of law enforcement regarding Indian gaming. 

As you may be aware, prior to serving as the Executive 
Director of the National Indian Gaming Association, I have worked 
in various high-level positions with the Los Angeles Police 
Department, including Lieutenant- in-Charge of a special 
investigative team, investigating robbery, homicide, vice, and 
narcotics. I retired in 1979 after 21 years of service. LAPD 
loaned my services to the Colville Tribe of Washington to assist 
them in establishing its police department in Nespelem, 
Washington. Recently, I have worked with the Sycuan Tribe of 
California and its Gaming Commission to bring its police 
department and gaming security into compliance with the Indian 
Gaming Regulatory Act. 

I mention all of this because I believe that my past 
experience in law enforcement and my recent experience in Indian 
gaming gives me the background and knowledge to provide the 
subcommittee with a professional opinion of the Indian gaming 
industry's law enforcement and security status. I can tell you 
that no other economic activity in this country has more layers 
of regulation specifically devoted to protecting against the 
influence of organized crime. 

NIGA is a nonprofit organization working to protect tribal 
sovereignty and to promote tribal economic development through 
gaming enterprises. It also serves to provide technical 
assistance to its member tribes on gaming issues, including law 
enforcement and security. The elected officers are Richard G. 
Hill, Chairman? Daniel Tucker, Vice Chairman; Jacob Viarrial, 
Secretary; and Nathan Small, Treasurer. I am pleased to be here 
on behalf of our membership which represents 95 sovereign 
governments . 

Mr. Chairman, in 1988, against the wishes of tribes across 
the nation, the non-Indian gaming industry with the active 
support of state government officials fought for, and secured, 
the enactment of the Indian Gaming Regulatory Act. This Act not 
only did not authorize or permit Indian tribes to engage in 
gaming, but, in fact, limited tribal sovereignty in this area as 
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confirmed in the Supreme Court's decision in the Cabazo n case. 

Despite this loss in tribal sovereignty and control over 
economic operations, tribes were successful in making gaming a 
significant economic development tool. While Indian gaming is 
only about 3% of the United States gaming market, net tribal 
proceeds from such activity have been used for tribal government 
services such as sewer and water systems, schools, roads, 
medical facilities, and similar services. Even with the 
documented beneficial impact of Indian gaming on Indian and 
non- Indian people, we once again are faced with the threat from a 
small number of individuals on the Federal and state level, in 
concert with representatives of the non-Indian gaming industry, 
to further erode tribal sovereignty by anti -Indian amendments to 
IGRA. 


These individuals have asserted, but never supported with 
facts, that the Indian gaming industry is largely unregulated, 
and is crime ridden. I am here to discuss the tribal gaming 
regulatory mechanisms currently in for^e under the 1988 Indian 
Gaming Regulatory Act. I would like to emphasize two points. 
First, I would like to point out the sovereign right and duty of 
Indian tribes to protect their membership. Second, I will 
provide an outline of the levels of enforcement and regulations 
by which tribal gaming operations must abide. I believe that you 
will see that not only is the Indian gaming industry well run and 
well regulated, but that it is more heavily regulated and more 
closely watched than either the state or charitable gaming 
industries combined. 

I. TRIBAL SOVEREIGNTY AND THE PROTECTION OP TRIBAL MEMBERS 

The signif ic&nce of the powers held by federally recognized 
tribes was set out in the 1831 Supreme Court case, Cherokee 
Nation v. Georgia . In that case. Chief Justice Marshall described 
the status of Native American tribes as "...domestic 
dependent nations...". This status gives rise to the existence 
of a government -to-government relationship between the tribal 
governments of American Indians and the federal government of the 
United States. This relationship has been recognized at the 
Conception of the United States, and continues to be recognized 
today. Tribes are recognized as sovereign entities, with powers 
of self-government over their members and over activities taking 
place within their territory. Included within these powers is the 
right to initiate economic development programs, like gaming 
operations, to, protect their membership from poverty and economic 
devastation. 

In California v. Cabazon {1987), the Supreme Court upheld 
the right of tribes as sovereign nations to conduct gaining on 
Indian lands free of state control as long as similar gaming was 
permitted by the state outside the reservation for any purpose. 
This sovereignty was further recognized - while at the same time 
infringed upon - by the Indian Gaming Regulatory Act passed by 
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Congress in 1988. The Act affirms that tribes has the power to 
conduct gaming on Indian lands but it gives states the ability to 
regulate the gaming through the signing of tribal/state compacts. 

Within the scope of IGRA, tribes have the opportunity and 
right to generate revenue for tribal government operations and 
programs for gaming operations, just as state governments have 
the right to conduct state lotteries to generate revenue for 
their operations and programs. Proposed amendments to IGRA from 
anti-Indian gaming forces would further reduce tribal powers of 
self-government and proposed amendments would lessen and cheapen 
the government-to-government relationship between tribes and the 
Federal government. 

XX* Regulatory Powers Governing the Indian Gaming Industry 

The Indian gaming industry is subject to regulation and 
enforcement at four levels of government. The first and most 
important, is the regulatory- powers of the tribes themselves. 

Tribal Government Regulations 

The tribes, as domestic sovereigns, adopt and enforce their 
own laws, ordinances, policies and codes for gaming operations on 
their lands. Under those regulatory schemes, tribes have 
established their own gaming boards or commissions to enforce 
gaming laws; developed and directed tribal police departments; 
and employed their own surveillance and security systems for 
their casinos and other gaming facilities. Training for key 
tribal gaming employees is contracted or provided through college 
courses. State-of-the-art security cameras, surveillance, 
controls, annual outside audits, and accounting systems are 
utilized by the tribes. 

Many of the regulatory requirements adopted by the tribes as 
a part of their own code are mandated by IGRA itself. And because 
gaming tribes rely heavily upon gaming revenues, they 
have an added incentive to keep operations running smoothly and 
crime free. The Sycuan tribe of California, for instance, has 
ordinances imposing such thorough application process, that the 
application for enployment is 16 pages long. [See Attached] As 
noted, the tribal regulatory system includes extensive 
surveillance and security measures. For instance, in fiscal year 
1993, the Oneida Tribe of Wisconsin spent $6,166,451 on its 
surveillance and security 3ystem, with another $2,000,000 for 
security equipment. In addition, under the IGRA, all key 
employees are subject to extensive background checks, including 
fingerprinting, prior employment and criminal record checks. 
Please note, most tribes have chosen to fingerprint 100% of their 
personnel . 
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Tribal/State Compact* * 

The second level of law enforcement and regulation of Indian 
Class III gaming is imposed through the Compact between a Tribe 
and a State. Because of IGRA requirements. Class III Indian 
gaming may only be conducted under a compact negotiated between 
the tribe and the state. Through these contracts, states are 
able to impose a considerable portion of their own regulatory 
requirements on Indian gaming. These provisions may include the 
allocation of criminal and civil jurisdiction over such 
operations between the tribe and the state; imposition of state 
licensing and permitting requirements; state regulatory and 
inspection; state employment requirements; and cost-sharing to 
defray regulatory costs. Such state regulatory oversight is 
often an addition to stringent tribal regulation imposed by 
tribal gaming authorities. In Arizona, for example, which has 
thirteen compacts approved by the Secretary of the Interior, the 
compacts allow the state extensive law enforcement regulatory 
powers over tribes. In Arizona, the state must, among other 
things, certify all non-tribal applicants for employment, all 
providers of gaming services, all management contractors and/or 
financiers, and all individuals or entities which have any 
connection to a gaming facility. The standards for state 
certification are extremely rigorous, including thirteen separate 
criteria specifically designed to root out organized crime 
affiliations or connections. As long as the states bargain in 
good faith, they are able, through the compacting process, to 
impose significant parts of their own laws upon Indian gaining. 

You can see, Mr. Chairman, why the tribes have always asserted 
that IGRA was an erosion of tribal sovereignty. 

National Indian Gaming Commission: 

The third level of regulation over Indian gaming is through 
the National Indian Gaming Commission. The Commission, in 
carrying out its regulatory responsibilities under IGRA, oversees 
Class II gaming and, to some extent, Class III gaming and 
implements its duties through regional regulators and management 
contractor monitoring. The regulatory requirements of IGRA which 
the Commission must implement, particularly over Class II gaming, 
are extensive. They include annual outside audits on all gaming 
activities including contracts for supplies, services, and 
concessions; requirements for provisions to protect the 
environment and public health and safety; extensive requirements 
for background investigations of key officials and employees 
involved in gaming operations and the oversight of such officials 
and employees on a continuing basis; and licensing requirements. 

The tribes are also regulated as to how the net revenues 
from gaming operations may be spent. Net revenues may not be 
spent for any other purpose than to fund tribal governmental 
operations or programs; to provide for the general welfare of the 
tribe and its members; to promote tribal economic development; to 
donate to chari table organizations; or to fund local government 
agencies. 
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Even where tribes are eligible for self -regulation under a 
Class II operation, they are still subject to strict scrutiny by 
the Commission. Before being granted that status, they must 
demonstrate that they are conducting their activities in a manner 
which has resulted in an effective and honest accounting of all 
revenues; a reputation for safe, fair, and honest operations; and 
evidence that their operation has been generally free of criminal 
or dishonest activity. They must also show that they have 
adopted and are implementing adequate systems for the 
investigation, licensing, and monitoring of all employees of the 
operation, as well as the investigation, enforcement and 
prosecution of violations of its gaining ordinances and 
regulations. They also must show that they have conducted the 
operations on a fiscally and economically sound basis. Even 
under self -regulation, the tribal audit, employment checks, and 
other regulations remain subject to Commission oversight. 

Federal Entities s 

The fourth level of regulation of Indian gaming comes from 
several other Federal agencies. The FBI continues to have its 
duty and authority to investigate crimes on Indian reservations 
in those states which do not have criminal jurisdiction over 
Indian reservation under P.L. 83-280. These include the 
responsibility to investigate general crimes in non-280 states 
and, in all states, criminal violations of gaming laws under 
IGRA . The Bureau of Indian Affairs also has the capability and 
authority to investigate crimes on Indian reservations and 
maintains a force of police officers on many Indian reservations 
and in regional offices. In addition, the BIA has specific 
regulatory responsibilities under IGRA, such as approval of 
Tribal-State Compacts. The Internal Revenue Service also plays a 
role in applying Federal income and other tax laws to tribal 
gaming operations. Finally, the Justice Department, acting in 
most cases through the several offices of the U. S. Attorney, has 
the responsibility for the enforcement and prosecution of crimes 
on Indian reservations, including general and specific crimes 
arising out of Indian gaming. 

Mr. Chairman, it is the position of the National Indian 
Gaming Association, that the Indian gaming industry is well, if 
not overly, regulated through these four levels of government. 
Allegations coming forth from individuals asserting that Indian 
casinos are “fronts" for organized crime are simply a smoke- 
screen to cover their real aim - which is to eliminate Indian 
gaming as competition to commercial non- Indian gaming. Such 
opposition is clearly economic racism and Congress must not allow 
itself to be used to implement the racist agenda of a few greedy 
commercial gaming tycoons. We urge you to protect our remaining 
tribal sovereignty in this area, and our economic well-being, by 
strongly opposing the anti-Indian gaming amendment to IGRA 
emanating from those sources. 

This completes my testimony, Mr. Chairman, and I am 
available for any questions the Subcommittee members may have. 
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Sycuan (Band of {Mission Indians 


NAME* 


mBQRIS MIQH,. 2 Q - BELEA9 E IN T Pima TiaN 


Last 


First 


Middle 


OTHER NAMES: 

(Aka's, prior marriages, maiden names) 

DATE OF BIRTH: SOCIAL SECURITY § 


POSITION APPLYING FOR: 


To Whom It May Concern: 

I respectfully request and authorise you to permit the sycuan Band 
of Mission Indians, sycuan Tribal Police and their agents to review 
my credit record, juvenile or adult probation record, medical 
record, military, academic, financial- records and employment 
record; including but not limited to personnel files, background 
files, internal investigation files and training files. They are 
also authorised to copy any material contained therein. 

I hereby release you, your organisation, or others from any 
liability or damage which may result from furnishing the requested 
information. 

A photocopy or facsimile of this release form will be valid as an 
original thereof, even though said copy does not contain an 
original writing of my signature. The original of this form is 
maintained at the Sycuan Human Resources Department and will be 
made available upon request. 

The information is to be used to assist the Sycuan Band of Mission 
Indians in determining my fitness and qualifications for a position 
of trust and responsibility. 

This release will expire one year after the date signed. 


Signature: 
Date: 
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E, &JL- INFORMATION. AND 
CONSENT FOR DRUG TESTING 

1. NAME: OTHER NAMES USED: 

2. PRESENT STREET ADDRESS: 

CITY: STATE: ZIP CODE: 

3. DATE OF BIRTH: SEX: 

4. PLACE OF BIRTH (CITY, STATE): 

5. RACE: TRIBAL AFFILIATION/NUMBER: 

6. PREVIOUS ADDRESS: 

7. DRIVER'S LICENSE: SOCIAL SECURITY: 

8. HAVE YOU EVER BEEN ARRESTED OR CONVICTED OR ANY OFFENSE OTHER 

THAN A MINOR TRAFFIC VIOLATION? YES NO 

IF YOU HAVE ANSWERED YES TO QUESTION #8, FILL IN THE FOLLOWING 
INFORMATION FOR EACH OFFENSE. (USE OTHER SIDE OF THIS PAGE IF 
NECESSARY) . 

DATE QFimSZ L OC ATIO N DISPOSITION 


(A) I, HEREBY AUTHORIZE THE SYCUAN BAND OF 

MISSION INDIANS HUMAN RESOURCES DIRECTOR OR DESIGNEE TO SEEK 
INFORMATION ABOUT ME FROM THE FEDERAL BUREAU OF INVESTIGATIONS OR 
OTHER SUCH CLEARANCE AGENCIES, AND I GIVE THEM THE RIGHT TO ACCESS 
ANY AND ALL OF MY FILES AND/OR RECORDS MAINTAINED BY THESE 
AGENCIES. 

(B) I,_ HEREBY AUTHORIZE AND GIVE MY CONSENT 

TO BE GIVEN A DRUG TEST AT ANY TIME THE TRIBE DEEMS IT TO BE 
NECESSARY. I AGREE TO BE TESTED BY THE DOCTOR APPOINTED BY THE 
TRIBE AND I FURTHER AUTHORIZE THE DRUG TEST RESULTS TO BE 
DISSEMINATED TO THE TRIBAL COUNCIL AND/OR IT'S DESIGNATES FOR 
ADMINISTRATIVE USE AS THEY DEEM NECESSARY. 

(C) I, FURTHER UNDERSTAND THAT SHOULD THESE 

CLEARANCE CHECKS REVEAL ANY NEGATIVE INFORMATION AND/OR IF I DO NOT 
CONSENT TO THE DRUG TESTING, I SHALL BE SUBJECT TO IMMEDIATE 
DISMISSAL AS AN EMPLOYEE OF THE TRIBE AND IT'S ENTERPRISES. 


SIGNATURE: 


DATE: 
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PRIVACY ACT 


to compliance with the Privacy Act of 1974, the following 
information is provided: 

Solicitation of the information on this form is authorized by 25 
U.S.C. 2701 et seq. The purpose of the requested information is to 
determine the eligibility of individuals to be employed in a gaming 
operation. The information will be used by National Indian Gaming 
Commission members and staff who have need for the information in 
the performance of their official duties. The information may be 
disclosed to appropriate federal. Tribal, State, local, or foreign 
law enforcement and regulatory agencies when relevant to civil, 
criminal or regulatory investigations or prosecutions or when 
pursuant to a requirement by a tribe of National Indian Gaming 
Commission in connection with hiring or firing of an employee, the 
issuance or revocation of a gaming license, or investigations of 
activities while associated with a tribe or a gaming operation. 

Failure to consent to the disclosures indicated in this notice will 
result to a tribe’s being unable to hire you in a primary 
management official or key employee position. 

The disclosure of you Social Security NumberfSSN) is voluntary. 
However, failure to supply a SSN may result in errors in processing 
your application. 


Applicant am* (fini middle S5) Pkut Print" 


Applicant Signature 


Wunett nan* (fim auddk last) hcasc Print 


Witness Signature 
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National Indian Gaining Association 


904 Pennsylvania Avenue, S.E.. Washington, D.C 20003 
Phone: (202) 546-7711 FAX: (202) 546-1755 


August 11, 1993 

Dear Members of the Native American Affairs Subcommittee: 

m 

By letter dated August 3, 1993, Rep. Robert O. Torricelli of New Jersey wrote to you 
urging your co-sponsorship of his bill, H.R. 2287, entitled "The Gaining Regulatory and State 
Law Enforcement Act of 1993". Regrettably, Mr. Torricelli's letter is shot through with 
inaccuracies, distortions and outright misrepresentations with respect to the operation and 
regulation of Gaming on Indian reservations, and the Congressional and Administrative oversight 
that has been devoted to these gaming operations. 

The initial distortion begins with the capitalized title io which he asserts that gaming 
operations on Indian reservations are "dangerous* and "unregulated". No evidence is offered to 
support either of these allegations. 

In his statement to accompany the introduction of H.R. 2287, Mr. Torricelli stated: 


"When IORA [The Indian Gaming Regulatory Act) was first passed there was 
little indication that organized crime was infiltrating gaming on reservations. 
However, over the last five years this has become a significant problem." (Cong. 
Rec. pp E 1367-68 - May 26. 1993). 


On July 27, 1993, in a letter to the Chairman of the United South and Eastern Tribes Gaming 
Association, ms. Mary C, Spearing. Chief of the General Litigation and Legal Advice Section, 
Criminal Decision, Department of Justice, wrote as follows: 

"As alluded to in USET Gaming Association Resolution UGA 93*04 ... 
representatives of the Department's Criminal Division and the FBI testified before 
a Senate Committee that very little evidence of attempts by the organized crime 
"families" to infiltrate Indian gaming had been detected. We have no reason to 
modify that evaluation at this time." 


A copy of Ms. Spearing’ s letter is attached. 



341 


U.S. House of Representatives 
Native American Affairs Subcommittee 
August tl, 1993 
Page Two 


Mr. Torricelli asserts that Indian gaming is "unregulated." Nothing could be further from 
the truth. It is in fact regulated first by the Tribes themselves; second by oversight from the 
National Indian Gaming Commission established under the Act; third by the Department of 
Interior and the Department of Justice; and finally, with regard to those tribes operating games 
that are subject to compact with states, the states themselves. The integrity of the games 
operated by the Indian tribes is attested to by the small number of criminal complaints that have 
arisen from Indian gaming operations. These statistics will certainly compare favorably with the 
criminal complaints arising from gaming operations in any other part of the country. 

Mr. Torricelli refers to a report of the Inspector General of the Department of the Interior 
issued in December of 1997 This report was critical of the oversight that had been exercised 
by Federal agencies over Indian gaming operations in years past and concluded that certain 
leasing agreements of gaming equipment had resulted in significant losses of income to the tribes. 
At no place in this report was the integrity of the gaming operations questioned. Since this report 
was issued, the National Indian Gaming Regulatory Commission has promulgated its initial 
regulations and the Commission is now moving into full operation. 

At the heart of Mr. Torricelli’s bill is a concern expressed both in his introductory 
remarks and in his recent "Dear Colleague" letter, i.e., that Interior Department regulations allow 
"the establishment of ’gaming enclaves’ far away from existing tribal reservations" and that 
'(T]hese rules have encouraged several groups with dubious claims to apply for federal 
recognition for the sole purpose of operating casinos free from state regulations." 

In fact, only twice in the five years since the Indian Gaming Regulatory Act was enacted 
has the Department of the Interior accepted lands into trust that were not inside of or adjacent 
to an existing Indian reservation, and in each of theses cases the Governor of the State where 
such lands were located approved of this action. Existing law and regulations governing this 
subject are clearly already restrictive, 

Mr. Torricelli expresses concern for non-federally recognized tribes or groups petitioning 
the Secretary of the Interior for recognition as a "federally recognized tribe".. First, he assumes 
without examination that the claims of such groups are "dubious" and are made for the "sole 
purpose" of operating casinos free of state regulation. In fact, the Interior Department regulations 
governing petitions for Federal recognition were promulgated in 1978 in order to address long 
standing efforts of non-federally recognized tribes and groups to achieve Federal recognition, 
some of which date to the turn of the century. It is worthy of note that one such petitioning tribe 
exists within the State of New Jersey. 

The bottom line of the Torricelli bill is that it would destroy gaming on Indian 
reservations and all of the jobs and economic benefits that flow not only to the Indian tribes and 
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their members but also to the surrounding non-Indian communities. The "competitive advantage'' 
that exists for tribal games exists only because of the more restrictive laws of the states that 
surround the reservation. If the restrictive laws of the states are made applicable to the tribes, 
the tribes will be unable to attract business to tbeir lands. 


The principal purpose of the Torricelli bill is to protect an industry in Atlantic City and 
Nevada and to deny tribes an opportunity to compete. The bill does not seek to establish a 
"level playing field". It seek to limit the players on the field to one team only. 


Sincwely, /p 


Attachment 


Richard G. Hill 
Chairman 
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Phillip Martin , Chairman 

Up it ad south and Xaatam Tribaa Casing Association 
400 M. Capitol Straat # M.w. 

Washington, D.c. 20001 

Daar Mr. Chaiman: 

This is in rssponsa to your lattar to tha Attomay Canaral 
suggesting that the Department conduct an investigation of Indian 
gaming operations to determine whether or not there is * basis for 
allegations of organised crime involvement* 

The investigative am of the Department of Justice is the 
Pederal Bureau of Investigation. One of its highest priorities is 
the detection and investigation of organised criminal attempts to 
infiltrate or exploit legitimate enterprises. The Bureau 1 s 
authority stems from a number of federal criminal statutes, 
especially those contained in Chapter 95 (Racketeering) and 
Chapter 96 (Racketeer Influenced and Corrupt Organisations) of 
title 18 of the united states Cods. when evidence of criminal 
violations is developed the matter is referred to the appropriate 
United States Attorney for prosecution. We are confident that the 
Bureau is carrying out its responsibilities with diligence and 
vigilance and that no investigation focussing on Indian gaming 
operations in general is warranted. 

As alluded to in USET Gaming Association Resolution uga 93-04, 
which you included in your latter, representatives of tha 
Department 1 s Criminal Division and tha FBI testified before a 
Senate Committee that vary little evidence of attempts by the 
organised crime 91 families 11 to Infiltrate Indian gaming had boen 
detected. Ws have no reason to modify that evaluation at this 
time. 


The Department fully appreciates the importance of crime-free 
gaming to tribal economic development and the congressional 
policies in that regard. I assure you of our continued interest in 
achieving and maintaining that goal. We hope we can count on your 
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support tor efforts to strengthen the regulatory mechanises 
currently provided in the Indian earning Regulatory Act. 

Sincerely, 

John C. Keeney 

Acting Assistant Attorney General 
Criminal Division 


Chief 
and 

Legal Advice section 
Criminal Division 
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Mr. Abercrombie. Thank you. 

Mr. Wapato, I wanted to merely indicate that I quite agree. The 
lotteries are not taxed, individuals who profit from the lottery are 
taxed on their individual income, and so you would be in agree- 
ment with the previous testimony, would you not, that tribal bene- 
fits which may accrue in the form of a school are not taxed, but 
if an individual within the tribe receives an income that individual 
indeed pays taxes? 

Mr. WAPATO. The individual indeed does pay Federal income tax, 
State income tax. Many of the employees are non-Indian employ- 
ees, they pay Federal taxes, State taxes. 

Mr. Abercrombie. So the implication from previous panels that 
Indians are not paying taxes as opposed to a nonprofit tribal entity 
are at least, if not incorrect, misleading? 

Mr. Wapato. They are misleading, they are incorrect and grossly 
inaccurate. Anybody that works at the casinos, Indian or non-In- 
dian, does pay taxes, both Federal, and if there are State taxes, 
pays those. 

Mr. Abercrombie. Veiy well. I have no questions at this point. 

Mr. Abercrombie. Mr. Calvert. 

Mr. Calvert. Thank you. 

I just wanted to point out from California’s perspective, I know 
I keep coming back to California and there is reason for it. Of the 
200 or so federally recognized tribes in the United States, approxi- 
mately half are in one State, and that is California. So, obviously, 
we have great concern, not so much for economic competition, but 
because of problems that could possibly exist when you have large 
numbers and possibly large numbers of reservations starting to op- 
erate casinos, as they presently legitimately do with Class I and 
Class II gaming, which is allowed in the State of California. 

As you know, Class III gaming is not allowed in the State of 
California presently, and we are quite concerned that some res- 
ervations have taken advantage and are operating certain Class III 
functions without proper permission. 

Now, there is only one federally recognized tribe in the entire 
State of Connecticut, I believe, is tnat correct? 

Mr. Wapato. At the present time, yes. 

Mr. Calvert. And so it obviously makes enforcement of that par- 
ticular casino much simpler. In California’s instance, if we had 
Class III gaming, wouldn’t you agree that the complexity in Cali- 
fornia, you have some experience in California, understand Califor- 
nia, would be tremendously more complex? 

Mr. Wapato. Well, the complexity can be made simple, though. 
In this matter, the compact that we negotiated between the State 
and the tribe, and so whatever layers of regulation and enforce- 
ment that need to come into play can come into play between the 
State and each individual tribe. 

At the present time, there are only 16 tribes in negotiation for 
Class III in the State of California. And I think it might be a little 
bit inaccurate to say that there is no Class III in California. The 
court decision, the Burrell decision has indicated that elements of 
the California lottery are, in fact, Class III type of gaming, and 
therefore the tribes can negotiate for those. 
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And having said that, they can negotiate for them doesn’t nec- 
essarily mean that all 94 tribes will end up with Class Ills. As you 
are well aware, the geography of California, many of those 94 
tribes are in very remote areas and would have very small likeli- 
hood of developing large-scale or meaningful Class III type of oper- 
ations, and so I think the very fact that that decision — I think 
there is some confusion also if there is a video machine or the video 
device of any type, that somehow that is a slot machine. 

There are, in fact, electronic pull-tab machines that are Class II 
machines — and you asked a question of the national Indian Gam- 
ing Commission earlier. It is our opinion that — and the tribe’s opin- 
ion that those machines are clearly Class II. And if they are clearly 
Class II, they are clearly under the purview and regulation of the 
National Indian Gaming Commission and could be subject to any 
of those regulations. So it is not unregulated. 

I think one of the other questions that came up was who docu- 
ments, and who accounts, and how do you follow through the 
money that might be going into those machines? And that is clearly 
a tribal regulatory matter. The tribes have passed regulations 
under the National Indian Gaming Commission regulations of Jan- 
uary 22nd. 

There are certain audits, certain things that they must have in 
place, and they are in place. And those, in our opinion, are also 
clearly under the National Indian Gaming Commission’s purview 
and regulation. 

But as several people have said before, the tribes need to assure 
the integrity of their own game. They have to have a game that has 
integrity or their patrons won’t come. And if their patrons won’t 
come, then it doesn’t make much sense for them to— I mean, it is 
only in their best interests to make sure that regulations are 

Mr. Calvert. Obviously, there is a difference of opinion with var- 
ious Federal agencies on what is Class II and Class III, certainly 
in the State of California. The problem exists as far as what some 
people believe was the intent of the Indian Gaming Regulation Act 
was only to allow gambling which was consistent with what was 
legal within a particular State. 

Then we get into definitions of what is Class III and what is 
Class II. So there is some confusion. And wouldn’t you agree that 
we need to clarify where everyone understands clearly what is 
Class II gaming and what goes into Class III gaming? 

Mr. Wapato. If all 50 States had similar regulations regarding 
gaming, then maybe you could do that on a national basis. It would 
be impossible to do that on a national basis because each State has 
different regulatory schemes on gaming and has different games 
that are legal in that State. 

What the State of California has been unable to understand at 
its negotiating level is that they have quite a broad public policy 
on which games are in their State. And in the lottery itself, there 
are probably between 30 and 40 variations of the games that are 
within the State lottery. 

The court, the Federal court did not lightly look at that public 
policy of the State of California. They tested it back against the 
findings in the Cabazon case and then they tested it back against 
the requirements of IGRA, and then they came up with their deci- 



sion. And within their decision, they indicated that certain of those 
games in the lottery are Class III. 

The State of California, negotiating at the highest negotiating 
level, I should say, the governor’s level has been, I guess, unable 
to see that public policy distinction. I don’t think that the charac- 
terization that the IGRA permitted certain types of gaming is to- 
tally accurate. I think IGRA restricted what the tribes could do be- 
fore the act. 

It didn’t permit tribes to engage in gaming. It restricted their 
ability to engage in gaming. And it gave the State an inroad on to 
the tribal sovereign turf by requiring the compact to be negotiated 
between a tribe and a State for the Class III. 

Mr. Calvert. Now, going beyond slot machines, as you probably 
are aware, there are casino ships docking in California, large tour- 
ist industry in the State of California. And there were reservations 
saying, well, California allows those ships to dock, so by definition, 
they are allowing craps and roulette and all those other kinds of 
games that take place in Las Vegas to take place, so we should 
allow that to take place conceivably on all 94 reservations. That, 
obviously, made the State of California very concerned that once 
we step into slot machines or whatever we are going to define those 
as, that we are going to go into full-scale gambling. And in the 
State of California, obviously, when we have half of the Indian res- 
ervations in the State, even though you mentioned there is only 16 
negotiating, that is 16 times more than Connecticut, at the present 
time, it becomes a very, very tough issue. 

One of the consequences of that, I think, and I would think that 
the various tribes thought of this, is if Class III gaming comes to 
California on the reservations, don’t you believe that it is conceiv- 
able that the State, at that point, will just throw in the towel and 
legalize gambling in California? 

Mr. wapato. I am a little hesitant to predict what the State of 
California might do in any case, but 

Mr. Calvert. I will share that opinion. 

Mr. Wapato. That could be a possibility. And I understand they 
may be under some pressure to do that. 

Mr. Calvert. What I am getting at is the advantage that Class 
I and Class II gaming in California now with the reservations that 
they have, they are getting considerable revenue from those res- 
ervations. I don’t detract tne fact that it is going into good works 
with those reservations in California. 

What I am thinking is sometimes too much of a good thing is 
to kind of kill tne goose that is laying the golden eggs here, 
it happens in California, what happens to the competitive ad- 
vantage that the reservations presently have and having an effec- 
tive monopoly on Class U gaming in California? 

Mr. Wapato. I guess they would be in the same predicament 
that 483 casinos are in the State of Nevada, they would have to 
compete with each other. 

Mr. Calvert. And at the same time, we would possibly be put- 
ting something on our society in California that a majority of peo- 
ple in California don’t want. 

Mr. Wapato. Well, I think it is clear that the majority of the peo- 
ple in California don’t want non-Indian casino gaming. I think it 






is equally clear from a public opinion poll conducted by the Field 
Public Polling, that anywhere from 64 to 76 percent of the citizens 
of California support Indian gaming and Indian casinos on a res- 
ervation. They support it for two reasons, which I think are the 
right reasons: 

Number one, they support it because it would be beneficial to the 
Indian tribe as an economic development venture. Number two, 
they support it because they see it as an entertainment option, and 
they would use it for that reason. Those same people in that same 
poll would oppose non-Indian gaming. 

Mr. Calvert. That is what I was going to bring up. One last 
comment. As a consequence of Class III gaming coming to Califor- 
nia on Indian reservations, if those same individuals were asked, 
as a consequence, the possibility exists that gaming will come to 
California statewide, non-Indian gaming statewide, in L.A., in San 
Francisco, in San Diego, all the urban areas, do you believe that 
those same individuals would be in favor of it? 

Mr. Wapato. I think if those individuals are the citizens of Cali- 
fornia that, yes, they would. I think if those individuals are the ad- 
ministration, they would say no. They would say no, I think, for 
the same reason, partly the same reason that we heard from Don- 
ald Trump and Congressman Torricelli, and it would be for eco- 
nomic reasons, that it was the tribe’s 

Mr. Calvert. In our case in California, we are not — I don’t care 
what Las Vegas does or what New Jersey does, I care about the 
State of California, and what I am concerned about is gambling. 
Unfortunately, we can get into the societal ills of gambling, and 
once we bring that into an urban setting, the problems that could 
exist from gambling on poor people who use up their paychecks to 

f amble, ana so forth, and so on, I don’t want to preach that — what 
am stating, that I believe a different view, that most people in 
California would not want to see statewide gambling, Class III 
gaming in the State. 

I do agree with that the people in the State agree that Indian 
gaming should be allowed. Class I and Class II gaming, and if, in 
fact, Class III gaming came to the reservations, I think the unin- 
tended consequence of that would be is that gaming would go state- 
wide, and I believe that most people in the State would be opposed 
to it. Now, that is my opinion. 

Mr. Abercrombie. I am going to exercise a prerogative of the 
Chair because I think this has been stated adequately by both 
sides, and we have others who have been patiently waiting. 

Mr. Elroy, I apologize, I think you were out of the room at the 
time I called your name, so I will ask you to take up your testi- 
mony at this point, if you would be so kind. 

STATEMENT OF RICHARD JAMES ELROY 

Mr. Elroy. Okay. 

Thank you, Mr. Chairman. 

Mr. Abercrombie. Aloha and welcome. 

Mr. Elroy. I am a retired special agent of the FBI, recently re- 
tired. For 16 years I investigated matters involving Native Ameri- 
cans in Oklahoma. Oklahoma has the largest concentration of Na- 
tive Americans in the United States. 
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In 1989, 1 was assigned to the United States Senate, Committee 
on Investigations, Select Committee on Indian Affairs. During this 
assignment, I reviewed gambling activities on approximately 100 
reservations in 24 States. 

In the course of my U.S. Senate assignment, I have found a pat- 
tern of activity relating to Indian gaming operations. Almost with- 
out exception, Indian tribal officials contract with non-Indian out- 
side companies to build and operate tbeir gambling operations. 

In the majority of these cases, these non-Indian companies prom- 
ise much but deliver little to the tribe. The corrupt tribal leaders 
end up doing well, and the contractor ends up doing well, but the 
rank-and-file Indians weren't ending up with very much. 

Most of the contracts dealt with a division of the profits or net 
profits to the tribe. The problem is that, in many cases, the skim- 
ming and other activities left no net. 

Connecting Indian management directly to traditional organized 
crime, such as La Cosa Nostra, the LCN, is very difficult. The LCN 
members are very sophisticated and effective in being able to dis- 
guise their direct involvement and influence in these areas. 

They use a myriad of methods which camouflage them from the 

E ublic view. They hide their interests through layers of fronted 
usinesses. In most cases, what we see are front men. These seem- 
ingly legitimate management companies, working at the behest of 
the LCN figures, are usually disguised within a host of professional 
sounding corporations. 

These front men will in turn employ others who may not even 
be aware of the LCN involvement, but who willingly participate in 
the scheme or fraud which is contrary to the tribal interests. 

These management companies utilize a number of schemes 
aimed at skimming profits. These schemes and devices include 
management fees, shills, rigged games, and a host of other scams. 
In the end, the management firms end up with a profit and the In- 
dians end up holding the bag. 

My observations were shared by Tony Daniels, Assistant Director 
of the Criminal Investigative Division of the Federal Bureau of In- 
vestigation in his testimony before the U.S. Senate in 1989. 

One example is an LCN group in Florida. This group became in- 
volved in the control of bingo operations on the Seminole Indian 
Reservation in the 1980s. The LCN used front men, utilizing a 
group of management companies. 

This Miami-based LCN found willing participants in their 
schemes among corrupt tribal leaders. This LCN group also ac- 
quired direct interest in the manufacturing and sales of Indian 
gaming supplies. 

In 1989, 1 interviewed a connected member of the LCN who oper- 
ated gaming facilities on Indian reservations for the mob. He ad- 
vised that certain Indian gaming operations were financed and con- 
trolled by Anthony Acceturo. 

Mr. Acceturo, I don’t think I need to describe who he is. He stat- 
ed that in order for the mob to hold their control over Indians, and 
this is the California case, that three tribal leaders were killed. 
Subsequently, they didn’t have anymore problems. 

In testimony before the U.S. Senate on February 8, 1989, a wit- 
ness under the Witness Protection Program testified that he 
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skimmed money for the Luchese family on the Barona Reservation. 
He testified as an example that a $5,800 jackpot on the Barona 
Reservation was won by an employee of the paper supplier to the 
Indian reservation in a rigged game. 

He testified that Indian bingo is open territory for the mob. He 
stated that the mob is involved in laundering money through In- 
dian reservations. He also stated that he haa personal knowledge 
of 12 Indian gaming operations directly controlled by the mob. 

ABC’s Morton Dean recently filmed Eddie Somuna as he was 
managing the Viejas tribal gaming hall in California. Somuna was 
convicted of felony gaming charges in Detroit and is an alleged mob 
connection. 

In the meantime, there doesn’t seem to be any Federal control 
of Indian gaming operations. My sources in Indian reservations in- 
dicate nothing has changed. The Indian gaming industry is wide 
open, with no control, "business as usual,’’ the mob and corrupt of- 
ficial get the gold mine, the tribe gets the shaft. 

The theme of my testimony is we hear about these layers of Fed- 
eral people that are looking at Indian gaming. That simply just 
isn’t true. You talk about the United States Attorney’s office. They 
are prosecutors. They act on information given to them by the Fed- 
eral Bureau of Investigation. 

The Federal Bureau of Investigation acts on information it re- 
ceives alleging violations within their jurisdiction. But the FBI and 
U.S. Attorney’s office do not act as regulators or oversight on these 
Indian gaming operations. 

Now, we have an Indian Gaming Commission that is supposed 
to do that. That is their job. I don’t see how you could possibly do 
that job with less than 30 people. That would require a vast ex- 
panse of their staff, a few hundred investigators and some account- 
ants to determine what exactly is going on, where is the money 
coming from, where is it going to. You have to know this. 

If you have a management company operating an Indian gaming 
operation and they are billing out $5 million for purchases of slot 
machines, unless you go out to the reservation, count those slot 
machines, compare the serial numbers with the numbers on the in- 
voices and determine they actually spent that money, and the ma- 
chines are in place, you have no idea where the money went. 

[Prepared statement of Mr. Elroy follows:] 
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My name is Richard James Elroy. I am a retired special agent with 
the FBI. For 16 years, I investigated matters involving Native 
Americans in Oklahoma. Oklahoma has the largest concentration of 
Native Americans in the United States. In 1989, I was assigned to the 
United States Senate, Committee on Investigations, Select Committee on 
Indian Affairs. During this assignment, I reviewed gambling activities 
on approximately 100 reservations in 24 states. 

In the course of my U.S. Senate assignment, I have found a 
pattern of activity relating to Indian Gaming operations. Almost 
without exception, Indian Tribal Officials contract with Non-Indian 
outside companies to build and operate their gambling operations. In 
the majority of cases these Non-Indian companies promise much but 
deliver little to the tribe. The corrupt tribal leader will do well, 
but the rank and file Indians get nothing. The contracts look good. 
They promise 50% of the net profits. There are no net profits. The 
profit is "skimmed" off. 

Connecting Indian management directly to traditional organized 
crime, such as La Cosa Nostra ( LCN) is very difficult. The LCN 
members are very sophisticated and effective in being able to disguise 
their direct involvement and influence in these areas. They use a 
myriad of methods which camouflage them from public view. They hide 
their interests through layers of fronted businesses. In most cases 
what we see are front men. These seemingly legitimate management 
companies, working at the behest of the LCN figures, are usually 
disguised within a host of professional sounding corporations. 

These frontmen will in turn employ others who may not even be 
aware of the LCN involvement, but who willingly participate in the 
scheme or fraud which is contrary to the tribal interests. 

These management companies utilize a number of schemes aimed at 
skimming profits. Th^se schemes and devices include management fees, 
shill players, rigged contests, and a host of other scams. in the end 
the management firms end up with the profit and the Indians end up 
holding the bag. My observations were shared by Tony Daniels, 

Assistant Director, Criminal Investigative Division of the FBI in his 
testimony before the U.S. Senate in 1989. 

One example is an LCN group in Florida. This group became 
involved in the control of bingo operations on the Seminole Indian 
Reservation in the 1980s. The LCN used front men utilizing a group of 
management companies. This Miami-based LCN found willing participants 
in their schemes among corrupt tribal leaders. This LCN group also 
acquired direct interest in the manufacturing and sales of Indian 
gaming supplies. 
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In 1989 , I interviewed a connected member of the LCN who operated 
gaming facilities on Indian reservations for the mob. He advised that 
certain Indian gaming operations were financed and controlled by 
Anthony Acceturo, a made member of the LCN. He stated that in order 
for the mob to hold their control over the Indians , three dissenting 
tribal leaders were killed. Subsequently, the mob had no problems 
getting the tribal leadership to fall in line. 

In testimony before the US Senate on February 8, 1989, a witness, 
under the Witness Protection Program, testified that he skimmed money 
for the Luchese family on the Barona reservations. He testified as an 
example that a $5800 jackpot on the Barona reservation was "won" by an 
employee of the paper supplier to the reservation in a rigged game. 

He testified that Indian Bingo is open territory for the mob. He 
stated the mob is involved in laundering money through Indian 
Reservations . He stated he had personal knowledge of twelve Indian 
Gaming operations directly controlled by the mob. 

ABC's Horton Dean recently filmed Eddie Somuna as he was managing 
the Viejas tribal gambling hall in California. Somuna was convicted 
of felony gambling crimes in Detroit and is an alleged mob associate. 

In the meantime, there is no federal control of Indian Gaming 
operations. My sources on Indian reservations state that nothing has 
changed. The Indian Gaming Industry is wide open, with no control. 
Business as usual, the mob and corrupt tribal leaders get the gold 
mine and the tribal members get the shaft. 

' #### 
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Mr. Abercrombie. Thank you very much. 

Mr. Elroy, you mentioned in your testimony that you worked for 
the Select Committee on Indian affairs. Inasmuch as the law was 
passed in 1988, and in effect, came into being in — for effective oper- 
ation in 1989, did you — you mentioned here about what happened 
during the 1980s. Does most of your investigatory activity concern 
gaming activities prior to the passage of the act or the implementa- 
tion, is inadequate, as you characterize it? 

Mr. Elroy. I would say that is accurate. In 1989, we were look- 
ing at this, and the Indian Gaming Commission actually was cre- 
ated by law at that time, but they were not operational. But my 
point is that assuming that the Indian Gaming Commission desires 
to do the job, which I would have no reason to believe they 
wouldn’t, I have some idea of what it takes to have oversight of 
those type of operations. 

Mr. Abercrombie. Did you say you are retired? 

Mr. Elroy. Yes, sir. 

Mr. Abercrombie. Well then, you might be available at this 
stage, at least, to consult or something of that nature? 

Mr. Elroy. I have done some 

Mr. Abercrombie. I don’t mean that lightly, in other words, I get 
the thrust of your testimony. 

Mr. Elroy. You can’t do it with 30 people, sir. 

Mr. Abercrombie. I understand that. Did you have an oppor- 
tunity to investigate, at that time, what the potential compact ar- 
rangements might be, or have you had an opportunity to look at 
the compact arrangements since then? 

Mr. Elroy. I have looked at some of them. However, the problem 
with the compact arrangements, as has been pointed out, is that 
there is very little uniformity. I think it is even for the State to get 
involved. There is a myriad of constitutional questions that deal 
with the State enforcing the law on these Indian reservations. 

Mr. Abercrombie. What about the point that was raised during 
the testimony of Mr. Palmer, the IRS, and the Department of Jus- 
tice, that the State of Nevada has at least what purports to be a 
parallel system of auditing and investigation upon which the Fed- 
eral Government relies, and more particularly, the IRS, and that 
they are now about to undergo at least some joint operations. 

I presume they will take selected, random audits and go over 
them jointly. What would you think about that kind of a proposal, 
that a similar kind of arrangement be put into effect with the var- 
ious — within the various compacts, within the various States that, 
at a minimum, the tribes — and it had also been suggested in other 
testimony — that the tribes would be willing to put together the 
tribal version of the Nevada arrangement and work with the Fed- 
eral Government? 

Mr. Elroy. I think that certainly the State could cooperate with 
the Federal Government, if there was an enabling legislation to 
allow them to do that, and in conjunction with sufficient Federal 
oversight that you might accomplish your task. 

Mr. Abercrombie. Would you agree that it is in the interests of 
the tribes to have a crime-free atmosphere, within their interests, 
certainly, to be able to address from a public perception point of 



354 

view, that they are attacking this issue vigorously and without any 
reservation? 

Mr. Elroy. It has been my experience in dealing on the Indian 
reservations with the Indian people that they are absolutely op- 
posed to corruption and organized crime on the reservation. I don’t 
remember anybody telling me they wanted that there. And they 
are — and we are talking about tne rank-and-file Indian people, 
where they would be very supportive of any type of oversight that 
would keep that type of corruption out and would return the mon- 
ies to the benefit of the Indian people. 

This does not mean that there aren’t some officials within the 
tribe that don’t want to see any of this oversight. 

Mr. Abercrombie. That would be the case in almost any enter- 
prise; right? 

Mr. Elroy. Probably so. 

Mr. Abercrombie. What I am looking for here, for the purposes 
of our legislative activity, is solutions to these kinds ever difficul- 
ties, and so I would think — my conclusion from your testimony is 
that the route for us to pursue legislatively is to see that adequate 
enforcement personnel are made available and that the compacts 
are such that whatever State or whatever other agency is involved 
in the enforcement side is that they be coordinated in such a way 
as to see to it that the tribes are not disadvantaged? 

Mr. Elroy. Yes, sir. 

Mr. Abercrombie. Very good. Thank you veiy much. 

STATEMENT OF MICHAEL BROWN 

Mr. Abercrombie. Mr. Brown, you are president and CEO of a 
casino in Connecticut, right? 

Connecticut has been brought up so many times today, I am 
sony that you are at the ena of tne testimony, but perhaps that 
is all to the good because you had an opportunity to hear a full 
range of discussion about Connecticut. 

I believe you are accompanied by Lieutenant Colonel Root of the 
State police. 

Mr. Brown. That is correct. 

Mr. Abercrombie. Then we will have Mr. Johnson and Mr. Pow- 
ell from Minnesota. 

But why don’t we go to Connecticut then, Mr. Brown and Mr. 
Root, perhaps you might want to combine your testimony. 

Mr. Brown. I will give some comments, then Lieutenant Colonel 
Root will answer questions, if there are any. 

Mr. Abercrombie. Very good. Thank you very much for your pa- 
tience. 

Mr. Brown. Thank you for waiting to listen to us. 

Mr. Chairman, I serve as the President and Chief Executive Offi- 
cer of Foxwoods Casino, which is located in southeast Connecticut. 
It is owned and operated by the Mashantucket Pequot Tribe, and 
I emphasize “operated" because there is no management company. 
We are all employees of the tribe. 

I previously served as a prosecutor for the New Jersey Attorney 
General’s office for nine years, and before that, served for two years 
as a Director of the Division of Gaming Enforcement in New Jer- 
sey. And with the tribe, entered into the compact negotiation proc- 
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ess with the State of Connecticut in May of 1990, thev hired me 
as an attorney to assist them in developing a strict regulatory coop- 
erative effort between the Mashantucket Pequot Tribe and the 
State of Connecticut. 

I will dispense with any prepared remarks and just try to sum- 
marize for you why we believe that although Foxwoodo is the larg- 
est casino in the United States and it is probably the most finan- 
cially successful casino in the United States, it is also the most 
highly regulated casino in the United States. 

To my right is a chart which lists some of the regulations that 
are put in place under the compact that we agreed to with the 
State of Connecticut. We are regulated basically by four agencies: 
The first agency is the Mashantucket Pequot Tribal Gaming Com- 
mission, which supervises the on-site regulation and compliance 
with the internal controls in the casino. 

Behind me is George Henningsen, who is the Chairman of the 
Mashantucket Pequot Tribal Gaming Commission, and for five 
years before that, lie served as the Deputy Director of Gaming En- 
forcement in the State of New Jersey. We imported a lot of help. 

The Division of Special Revenue is the agency, the State agency, 
which licenses all people who work in the gaming industry in the 
State of Connecticut, and by compact they must license every per- 
son before they can work in Foxwoods Casino. I am licensed by the 
State of Connecticut. 

Once we file a license application with the State of Connecticut, 
it is turned over to the Connecticut State Police that do a back- 
ground investigation on the applicant. They report back to Special 
Revenue, and the State of Connecticut Special Revenue determines 
whether or not to issue a gaming license. They have absolute au- 
thority over licensing gaming employees. 

The Connecticut State Police by compact have the authority to 
enforce all of the criminal statutes of the State of Connecticut in 
and around the casino. They also assign Connecticut State Police 
inside the facility 24 hours a day, something that does not exist in 
any other casino in the United States. 

Mr. Abercrombie. Mr. Brown. 

Mr. Brown. Yes. 

Mr. Abercrombie. I have something I have to take care of at a 
quarter to three, which is right now. If you would — and the rest of 
the panel, would excuse me for just a few minutes, that can be 
handled, and I will be right back. 

I am sorry there are no other Members to be able to shift to, so 
if we could call a recess for five minutes. 

Mr. Brown. Thank you. 

[Recess.] 

Mr. Abercrombie. Mr. Brown, please accept my apologies. We 
have been able to work things out. We did not anticipate the length 
of today’s hearing, so a whole lot of adjustments had to be made, 
and I am sure, including you folks on the panel. I am very grateful 
for your patience. 

Please continue. 

Mr. Brown. I will be brief. 

After the employees are licensed by the Division of Special Reve- 
nue, they are allowed to go to work. We also had State liquor con- 
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trol agents on site during all hours of dispensing of alcohol in the 
facility. We pay the entire cost of the State regulatory efforts in our 
facility, which fiscal year 1994 is going to equal $3.8 million. 

Witn regard to the contributions that we make to the community, 
we employ, as of last Friday, we handed out paychecks for 7,150 
people. Eighty percent of those people live in the State of Connecti- 
cut. Those are jobs that did not exist before. 

We have an annualized payroll and benefit package cost of $202 
million a year. In January of this year, the State of Connecticut 
needed some additional money for their treasury, and the tribe 
wished to implement slot machines, which did not previously exist. 
By a two-page written agreement between the Governor of the 
State of Connecticut and the Chairman of the Mashantucket 
Pequot Tribe, we agreed to guarantee a contribution of $100 mil- 
lion a year to the State of Connecticut out of our slot revenues, or 
25 percent of our revenue, whichever is greater. There is no casino 
in the United States that gives $100 million a year off the top to 
the State in which that casino is located. 

We have — the tribe has utilized most of the revenue from the ca- 
sino to finish an expansion and pay for the original building and 
a second casino hotel entertainment complex which is going to open 
up between now and November 1st. It has also a state-of-the-art 
child development center. It is using funds to build a Native Amer- 
ican museum. It has a full health service for tribal members, hous- 
ing for tribal members, fire department, emergency medical serv- 
ices, which serves not only the reservation but the surrounding 
communities. It has a college tuition fund for any tribal men that 
wishes to advance themselves further in education. 

We think that the Indian Gaming Regulatoiy Act has been a suc- 
cess for the Mashantucket Pequot Tribe and the community sur- 
rounding that reservation and for the State of Connecticut. 

Thank you. 

Mr. Abercrombie. Thank you very much. 

[Prepared statement of Mr. Brown follows:] 
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GOOD MORNING MR. CHAIRMAN. I AM MICKEY BROWN, PRESIDENT 
AND CHIEF EXECUTIVE OFFICER FOR FOXWOODS CASINO, WHICH IS OWNED 
AND OPERATED BY THE MASHANTUCKET PEQUOT TRIBE IN LED YARD, 
CONNECTICUT. THE PEQUOTS ARE A SMALL BUT AMBITIOUS TRIBE WITH 
APPROXIMATELY 280 MEMBERS, LOCATED IN SOUTHEASTERN 
CONNECTICUT. PREVIOUSLY, I SERVED AS A PROSECUTOR FOR NINE YEARS 
IN THE NEW JERSEY ATTORNEY GENERAL’S OFFICE, AND FOR TWO YEARS 
AS DIRECTOR OF THE DIVISION OF GAMING ENFORCEMENT IN NEW JERSEY, 
WHERE WE DEVELOPED WHAT WE BELIEVE IS A MODEL FOR REGULATING 
CASINO GAMBLING. I HAVE ALSO ASSISTED A NUMBER OF OTHER 
JURISDICTIONS IN SETTING UP REGULATORY SYSTEMS. MOSTLY IN 
AUSTRALIA. THE TRIBE ASKED ME TO SERVE AS FIRST CHAIRMAN OF 
THEIR. TRIBAL REGULATORY AGENCY, WHICH I DID UNTIL JANUARY OF 
1993, WHEN I BECAME FOXWOODS' PRESIDENT AND CHIEF EXECUTIVE 
OFFICER. THE TRIBE ALSO HIRED GEORGE HENNINGSEN, WHO FOR THE 
PREVIOUS FIVE YEARS HAD SERVED AS DEPUTY DIRECTOR OF THE 
DIVISION OF GAMING ENFORCEMENT IN NEW JERSEY. GEORGE SERVES AS 
THE FULL-TIME EXECUTIVE DIRECTOR OF OUR TRIBAL GAMING 
COMMISSION. ACCOMPANYING ME IS MR. GEORGE HENNINGSEN, 
EXECUTIVE DIRECTOR OF THE MASHANTUCKET PEQUOT TRIBAL GAMING 
COMMISSION AND LT. COLONEL ROBERT ROOT OF THE CONNECTICUT 
STATE POLICE. AT THE END OF THIS TESTIMONY. WE WILL BE HAPPY TO 
RESPOND TO ANY QUESTIONS YOU MAY HAVE. FOLLOWING IS MY 
TESTIMONY WHICH I SUBMIT ON BEHALF OF THE MASHANTUCKET PEQUOT 
TRIBE AND FOXWOODS CASINO. 

INDIAN GAMING REGULATORY ACT - IN SEPTEMBER 1988, THE UNITED 
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STATES CONGRESS CONSIDERED AND PASSED THE INDIAN GAMING 
REGULATORY ACT ("ACT"). THE ACT DEFINES THE RIGHTS OF INDIAN 
TRIBAL GOVERNMENTS TO CONDUCT GAMING ACTIVITIES ON THEIR 
FEDERALLY RECOGNIZED RESERVATIONS. THE ACT WAS THE RESULT OF 
SEVERAL YEARS OF DISCUSSION AND NEGOTIATIONS BETWEEN INDIAN 
TRIBES, STATES, THE GAMING INDUSTRY, THE ADMINISTRATION, AND THE 
CONGRESS IN AN ATTEMPT TO FORMULATE A SYSTEM FOR REGULATING 
GAMING ON INDIAN LANDS. THE ACT SETS UP A SYSTEM OF JOINT 
REGULATION BY TRIBES AND THE FEDERAL GOVERNMENT FOR CERTAIN 
GAMING ON INDIAN LANDS AND A SYSTEM FOR COMPACTS BETWEEN 

TRIBES AND STATES FOR REGULATION OF CASINO GAMING. 

* 

NUMEROUS INDIAN TRIBES THROUGHOUT THE UNITED STATES HAVE 
ENTERED INTO COMPACTS TO CONDUCT CLASS III TYPE GAMING 
ACTIVITIES. TO DATE, 78 TRIBAL STATE COMPACTS HAVE BEEN APPROVED 
BY THE SECRETARY OF THE INTERIOR TO ALLOW TRIBES SOME FORM OF 
CLASS III GAMING. ELEVEN SUCH COMPACTS HAVE BEEN APPROVED IN THE 
STATE OF MINNESOTA, FOUR IN CALIFORNIA, PLUS WASHINGTON, NEVADA, 
NEBRASKA, SOUTH .DAKOTA AND CONNECTICUT. ADDITIONALLY, SEVEN (7) 
COMPACTS HAVE BEEN SIGNED BY THE GOVERNOR OF MICHIGAN AND ARE 
NOW PENDING LEGISLATIVE APPROVAL. 

AS YOU KNOW FROM PREVIOUS HEARINGS, MINNESOTA ALONE HAS 
A DOZEN TRIBES ENGAGED IN GAMING IN MOSTLY MID-SIZE CASINOS 
OFFERING ONLY BLACKJACK AND VIDEO MACHINES. RELATIONS BETWEEN 
THE VARIOUS TRIBES AND THE STATE OF MINNESOTA HAVE BEEN VERY 
COOPERATIVE RESULTING IN ENORMOUS FINANCIAL SUCCESS (ESTIMATED 
THAT GAMING REVENUES ON RESERVATIONS IN MINNESOTA HAVE 
REACHED IN EXCESS OF $300 MILLION ANNUALLY), THE ELIMINATION OF 
UNEMPLOYMENT AND THE DEVELOPMENT OF COMMUNITY CENTERS, 
HEALTH CARE CENTERS AND SCHOOLS. MANY, MANY OTHER TRIBES 
THROUGHOUT THE UNITED STATES LIMIT THEIR GAMING ACTIVITIES TO 
BINGO AND BINGO RELATED GAMES UNDER CLASS II AND THEREFORE DO 
NOT HAVE A NEED TO NEGOTIATE A TRIBAL STATE COMPACT. 

MASHANTUCKET PEOUOT NATION'S EXPERIENCE - LET ME OFFER 
SOME BACKGROUND ON HOW THE MASHANTUCKET PEQUOT TRIBE 
ENTERED INDIAN GAMING. THE TRIBE OCCUPIES A RESERVATION OF 
APPROXIMATELY 1200 ACRES IN THE ROLLING HILLS OF SOUTHEASTERN 
CONNECTICUT, ABOUT 45 MILES EAST OF HARTFORD AND 25 MILES SOUTH 
OF PROVIDENCE, RHODE ISLAND. THE TRIBE OPENED A HIGH STAKES 
BINGO HALL IN 1986 IN AN EFFORT TO SUPPLEMENT ITS STATE AND 
FEDERAL FUNDING AND INCOME FROM A SMALL SAND & GRAVEL 
OPERATION. THE TRIBE INITIALLY EMPLOYED ANOTHER INDIAN TRIBE TO 
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ASSIST IN MANAGING THE HALL, AND AFTER TWO YEARS, PEQUOT TRIBAL 
MEMBERS ASSUMED FULL RESPONSIBILITY FOR MANAGEMENT. THE 
OPERATION WAS A FINANCIAL SUCCESS AND WON WIDESPREAD RESPECT 
IN CONNECTICUT FOR ITS STYLE AND PROFESSIONALISM. THE TRIBE 
STARTED THE BINGO HALL WITH ASSISTANCE FROM A LOAN GUARANTEE 
BY THE BUREAU OF INDIAN AFFAIRS. THAT LOAN WAS REPAID IN FULL IN 
1991, AHEAD OF TIME, AND THE GUARANTEE RETURNED TO THE BUREAU. 
(THE BINGO OPERATION NOW GROSSES $20 MILLION PER YEAR AND NETS 
ABOUT $4 MILLION ANNUALLY.) 

SHORTLY AFTER THE INDIAN GAMING REGULATORY ACT PASSED, 
THE TRIBE ASKED CONNECTICUT TO ENTER NEGOTIATIONS FOR A TRIBAL- 
STATE COMPACT. AS CONNECTICUT PERMITS GAMES OF CHANCE, ALBEIT 
IN A HIGHLY REGULATED FORM, SUCH GAMING IS NOT IN CONFLICT WITH 
THE STATE'S PUBLIC POLICY. CONNECTICUT PERMITS MANY FORMS OF 
GAMBLING. SUCH AS A STATE-OPERATED LOTTERY, BINGO, JAI ALAI AND 
VARIOUS FORMS OF PARI-MUTUEL BETTING ON HORSES AND DOG RACES. 
LARGE AMOUNTS MAY BE BET AND SUBSTANTIAL WINNINGS ARE 
PERMITTED. CONNECTICUT REGULATES, RATHER THAN PROHIBITS, 
GAMBLING IN GENERAL AND GAMES OF CHANCE IN PARTICULAR. 
CONNECTICUT PERMITS ANY NONPROFIT ORGANIZATION, ASSOCIATION OR 
CORPORATION TO PROMOTE AND OPERATE GAMES OF CHANCE, OR LAS 
VEGAS NIGHTS, TO RAISE FUNDS FOR THE PURPOSES OF SUCH 
ORGANIZATIONS, SUBJECT TO CERTAIN LIMITATIONS AND RESTRICTIONS, 
SUCH AS LIMITS ON THE SIZE OF WAGERS, CHARACTER OF PRIZES, AND 
FREQUENCY OF OPERATION. CONNECTICUT ANNOUNCED THAT IT WOULD 
NOT NEGOTIATE AT ALL ABOUT CASINO GAMES, EVEN THOUGH SUCH 
GAMES WERE PERMITTED AT CHARITABLE LAS VEGAS NIGHTS AND 
CARNIVALS, AND EVEN THOUGH CONNECTICUT REGULATES MORE THAN 
$1 BILLION ANNUALLY IN OTHER LEGAL WAGERING ACTIVITIES. THE TRIBE 
FILED SUIT IN 1989 TO FORCE THE STATE TO NEGOTIATE. THE U.S. DISTRICT 
COURT RULED IN MAY OF 1990 THAT CONNECTICUT WAS OBLIGATED TO 
BARGAIN OVER ALL ISSUES. INCLUDING CASINO GAMES. 

FOLLOWING THAT INITIAL COURT DECISION, THE TWO SIDES SAT 
DOWN IN THE SUMMER OF 1990 TO WORK OUT A COMPACT. THE TRIBE 
ASKED ME TO ASSIST THEM IN THESE NEGOTIATIONS BECAUSE OF MY OWN 
EXPERIENCE IN LAW ENFORCEMENT AND GAMING REGULATION. 

DURING THE SUMMER OF 1990, WE ENGAGED IN INTENSIVE, EARNEST 
BARGAINING WITH CONNECTICUT STATE OFFICIALS TO WORK OUT A 
COMPACT. THE TRIBE WAS WILLING TO ACCEPT, AND IN FACT 
ENCOURAGED, A SUBSTANTIAL STATE ROLE IN HELPING TO REGULATE 
GAMING ON THE RESERVATION. IN RETURN. WE ASKED THE STATE TO 
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ACCEPT THE TRJBE'S GOAL OF A COMPACT WHICH WOULD ALLOW FOR A 
SINGLE, SUBSTANTIAL ECONOMIC ENTERPRISE BASED ON CASINO GAMING. 
IN THE END, WE REACHED NEARLY COMPLETE AGREEMENT ON A COMPACT 
WHICH PERMITTED THE TRIBE TO ESTABLISH A FULL-SCALE CASINO, AND 
TRIBAL GAMING REGULATORY AGENCY, WHILE THE STATE RETAINED 
POWER TO LICENSE ALL CASINO EMPLOYEES AND GAMING SUPPLIERS, AND 
TO POLICE THE CASINO ITSELF. 

FOXWOODS- REGULATION/LAW ENFORCEMENT - PURSUANT TO THE 
COMPACT, THE CONNECTICUT STATE POUCE HAVE JURISDICTION TO 
ENFORCE ALL CONNECTICUT CRIMINAL LAWS ON THE RESERVATION. 
INCLUDING ENFORCEMENT WITHIN THE CASINO. THE STATE POLICE HAVE 
ACCESS TO ALL LOCKED AND SECURED AREAS OF THE GAMING FACILITY 
AND MAY STATION TROOPERS AT THE GAMING FACILITY TO COORDINATE 
LAW ENFORCEMENT IN AND AROUND THE CASINO. THE CONNECTICUT 
STATE POLICE MAY UNDERTAKE SUCH INVESTIGATION OF GAMING 
EMPLOYEES AND NON-GAMING EMPLOYEES AS IT DEEMS APPROPRIATE 
AND SHALL ALSO INVESTIGATE THE BACKGROUNDS OF GAMING SERVICE 
APPLICANTS. THEY ARE STATIONED ON PROPERTY 24 HOURS A DAY. THE 
COMPACT COMMITTED THE TRIBE TO FUNDING THE STATE COST OF 
REGULATION, FOLLOWING THE NEW JERSEY SYSTEM. THE STATE AND THE 
TRIBE AGREED TO SUBMIT NEARLY MATCHING PROPOSALS TO A COURT- 
APPOINTED MEDIATOR SO THAT THE COMPACT COULD BE IMPLEMENTED 
BY THE INTERIOR DEPARTMENT, WITHOUT LIMITING THE STATE S RIGHT 
TO APPEAL THE ORIGINAL COURT DECISION. THE STATE DID APPEAL, BUT 
THE DISTRICT COURT WAS UPHELD BY A UNANIMOUS SECOND CIRCUIT 
DECISION. AND THE U.S. SUPREME COURT DENIED CERTIORARI IN APRIL OF 
1991. 


UNDER THE COMPACT, THE TRIBE AGREED TO ESTABLISH A 
REGULATORY COMMISSION TO ENFORCE A DETAILED SYSTEM OF 
MANAGEMENT CONTROLS AND OVERSIGHT. THE TRIBAL GAMING AGENCY, 
THE MASHANTUCKET PEQUOT GAMING COMMISSION, WAS CREATED BY 
TRIBAL ORDINANCE ON FEBRUARY 25, 1991. THE TRIBAL GAMING 
COMMISSION HAS THE PRIMARY RESPONSIBILITY FOR ON-SITE REGULATION 
OF THE GAMING OPERATION AND UTILIZES NON-UNIFORM INSPECTORS 
WHO ARE PRESENT IN THE GAMING FACILITY DURING ALL HOURS OF 
OPERATION AND WHO ARE ACCOUNTABLE ONLY TO THE TRIBAL GAMING 
AGENCY. TRIBAL GAMING INSPECTORS ARE LICENSED TO THE SAME 
STANDARD AS GAMING EMPLOYEES BY THE STATE GAMING AGENCY. THE 
TRIBAL GAMING AGENCY MUST DISCLOSE TO THE STATE GAMING AGENCY 
THE PROGRAM OF INSTRUCTIONAL AND ON-THE-JOB TRAINING, SYSTEM OF 
INTERNAL ORGANIZATION INCLUDING A COMPENDIUM OF ALL POSITIONS 
FOR DEALERS AND SUPERVISORY POSITIONS IN EACH TABLE GAME. THE 
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TRIBAL GAMING COMMISSION MUST ENSURE THE PROPER TRAINING AND 
QUALIFICATIONS FOR EACH PERSON OCCUPYING A DESIGNATED POSITION 
IN THE GAMING FACILITY. THE COMMISSION HAS APPROVED AND ADOPTED 
STANDARDS OF OPERATION AND MANAGEMENT. THE INITIAL STANDARDS 
OF OPERATION AND MANAGEMENT ARE INCLUDED IN THE COMPACT AS 
APPENDIX A. 

THE COMMISSION MAINTAINS SURVEILLANCE, SECURITY. CASHIER 
CAGE, CREDIT. AND COMPLIMENTARY SERVICES LOGS WHICH SHALL BE 
MADE AVAILABLE TO THE STATE GAMING AGENCY UPON REQUEST. THE 
COMMISSION MAINTAINS A LIST OF PERSONS BARRED FROM THE GAMING 
FACILITY BECAUSE OF THEIR CRIMINAL HISTORY OR ASSOCIATION WITH 
CAREER OFFENDERS, INCLUDING THE NEVADA AND NEW JERSEY BLACK 
LISTS. THE COMMISSION APPROVES RULES OF EACH GAME AND NOTIFIES 
THE STATE GAMING AGENCY OF ANY CHANGES. 

GEORGE HENNINGSEN AND I HAVE BEEN MEETING WITH THE STATE 
POLICE, THE F.B.I., AND OTHER FEDERAL, STATE AND LOCAL LAW 
ENFORCEMENT AGENCIES TO COORDINATE A LAW ENFORCEMENT 
STRATEGY TO MAKE SURE THE CASINO IS AS RIGOROUSLY CONTROLLED 
AS ANY GAMING ENTERPRISE IN THE WORLD. THE COMMISSION HAS ALSO 
BEEN CONSULTING WITH THE STATE AGENCIES TO REACH CONSENSUS ON 
THE RESOURCES NEEDED BY THE STATE TO ADEQUATELY POLICE THE 
CASINO AND INVESTIGATE THE BACKGROUNDS OF CASINO EMPLOYEES. 

ON FEBRUARY 15, 1992 THE MASHANTUCKET PEQUOT NATION OPENED 
THE LARGEST TRIBAL GAMING ENTERPRISE IN THE UNITED STATES 
ESTABLISHED UNDER THE ACT AND IT HAS NOT CLOSED SINCE OPENING 
DAY. THE FOXWOODS CASINO CURRENTLY EMPLOYS 6,720 PEOPLE. 80% OF 
WHOM ARE CONNECTICUT RESIDENTS. THE FOXWOODS CASINO HAS BEEN 
CONSTRUCTED AT A COST OF $210 MILLION WITH AN ADDITIONAL $37 
MILLION FOR FURNITURE, FIXTURES AND EQUIPMENT. BUILT ADJACENT 
TO THE EXISTING BINGO HALL. THE CASINO COMPLEX HAS TWO 
RESTAURANTS, A BUFFET, A TRIBAL GIFT SHOP, A 175 ROOM HOTEL AND A 
GAMING AREA OF 139,000 SQUARE FEET, IN WHICH 233 TABLE GAMES AND 
3,137 SLOT MACHINES ARE LOCATED. THE AVERAGE DAILY DROP IS $4.4 
MILLION WITH A WIN AVERAGING $1,625 MILLION PER DAY FOR ALL 
GAMING. 

WITH BROAD SUPPORT FROM LOCAL BUSINESS AND LABOR LEADERS. 
THE TRIBE HAS PLAYED A MAJOR ROLE IN REBUILDING THE SAGGING 
ECONOMY OF SOUTHEASTERN CONNECTICUT, WHICH HAS BEEN 
SUBSTANTIALLY DEPENDENT ON DEFENSE SPENDING IN RECENT YEARS. 
THIS GROWTH AND REBUILDING PROCESS WILL CONTINUE AS THE TRIBE 
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OPENS ITS NEW 312 ROOM HOTEL, TWO NEW RESTAURANTS, 15 RETAIL 
SHOPS, HEALTH CLUB, POOL, SPA. BEAUTY SALON, TURBO RIDE, 360 
THEATER AND 1,500 SEAT SHOWROOM THIS NOVEMBER. 

COVERING COSTS FOR TRIBAL/STATE REGULATION • THE CHAIRMAN 
OF THE TRIBE, RICHARD HAYWARD, AND CONNECTICUT GOVERNOR 
LOWELL P. WEICKER HAVE SIGNED A MEMORANDUM OF UNDERSTANDING 
WHICH COMMITS THE TRIBE TO FUND $1.3 MILLION IN STATE 
EXPENDITURES FOR CASINO REGULATION . DURING THE FIRST SIX MONTHS 
OF OPERATION. THE COST OF CONNECTICUT STATE POLICE ON-SITE 
SERVICES FOR THEIR FISCAL YEAR 1993 PAID BY THE TRIBE WAS $1,826,000. 
THIS IS IN ADDITION TO THE REGULATORY COST OF $535,879.00 PAID TO 
CONNECTICUT SPECIAL REVENUE DIVISION FOR FY 93 AND $344,000.00PAID 
TO THE CONNECTICUT LIQUOR CONTROL DIVISION FOR COSTS OF AGENTS 
WORKING ON-SITE DURING ALL HOURS THAT LIQUOR IS SERVED. 

ANTICIPATED REGULATORY COSTS TO BE PAID BY THE TRIBE TO THE 
STATE IN FISCAL YEAR 1994 ARE AS FOLLOWS: 

CONNECTICUT STATE POLICE - $2,339,916; 

CONNECTICUT SPECIAL REVENUE DIVISION - $1,002,691 AND 

CONNECTICUT LIQUOR CONTROL -$623,529 

TOTAL - $3,966,136.00 

COSTS FOR TRAFFIC CONTROL ARE ALSO BORNE BY THE TRIBE. OFF 
DUTY CONNECTICUT STATE POLICE SERVE AS TRAFFIC CONTROL OFFICERS 
FOR FOXWOODS WHICH IS LOCATED ON ROUTE 2 IN LEDYARD, 
CONNECTICUT. TRAFFIC CONTROL COSTS FOR THE STATE' S FISCAL YEAR 
1993 AMOUNTED TO $950,000. FISCAL YEAR 1994 ESTIMATES FOR THOSE 
EXPENSES ARE ANTICIPATED AT $1.5 MILLION. 

THE TRIBE WILL NOT EMPLOY ANY MANAGEMENT COMPANY TO 
OPERATE THE CASINO. FOLLOWING THE MODEL WHICH IT USED 
SUCCESSFULLY TO MANAGE ITS BINGO HALL, ThE TRIBE'S CASINO 
EXECUTIVES WILL SERVE AS EMPLOYEES OF THE TRIBAL COUNCIL. THE 
TRIBE ORIGINALLY HIRED ALFRED LUCIANI TO SERVE AS CHIEF 
EXECUTIVE OF ITS GAMING PROJECT; MR. LUCIANI WAS IN THE NEW JERSEY 
ATTORNEY GENERAL’S OFFICE FOR TEN YEARS, AND HELPFD WRITE THE 
CASINO CONTROL ACT IN NEW JERSEY. AFTER LEAVING GOVERNMENT, HE 
ENTERED GAMING MANAGEMENT AND SUCCESSFULLY MANAGED THE 
GOLDEN NUGGET IN NEW JERSEY AND NEVADA AND RESORTS 
INTERNATIONAL CASINO IN ATLANTIC CITY. THE TRIBE PICKED MR. 
LUCIANI BECAUSE OF HIS IMPECCABLE REPUTATION FOR INTEGRITY. AS 
WELL AS HIS EXPERTISE. HE ASSEMBLED A TALENTED EXECUTIVE TEAM 
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INCLUDING BOTH TRIBAL MEMBERS AND NON-MEMBERS, AND THE TRIBE 
HAS TRAINED LOCAL RESIDENTS TO FILL SKILLED POSITIONS IN THE CASINO 
AND HOTEL PROPERTIES. 


FOXWOODS' ECONOMIC IMPAC T - THE PEQUOTS’ SUCCESS IS A MODEL 
OF EFFECTIVE IMPLEMENTATION OF THE INDIAN GAMING REGULATORY 
ACT. WE HAVE A SOUND REGULATORY SYSTEM IN PLACE. INDEED, WE 
HAVE PERHAPS THE MOST HIGHLY REGULATED CASINO IN THE INDUSTRY, 
UTILIZING THE CONNECTICUT STATE POLICE, LIQUOR CONTROL AND 
SPECIAL REVENUE AGENTS. THIS IS A FIRST CLASS GAMING ENTERPRISE. 
IT HAS PRODUCED THOUSANDS OF JOBS IN THE SURROUNDING 
COMMUNITY, AND TENS OF MILLIONS IN PAYROLL AND SERVICES. IN THE 
MEMORANDUM OF UNDERSTANDING BETWEEN THE PEQUOTS AND THE 
STATE OF CONNECTICUT, SIGNED JANUARY 13. 1993, THE TRIBE AGREED TO 
PAY THE STATE $100,000,000 AND RECEIVED EXCLUSIVITY FOR THE RIGHT 
TO OPERATE SLOT MACHINES AT FOXWOODS. THE STATE IS FREE, AT ANY 
TIME, TO INTRODUCE SLOT MACHINES ELSEWHERE IN THE STATE BUT IF 


THAT HAPPENS, THE TRIBE DISCONTINUES THE SLOT REVENUE SHARING. 
ADDITIONALLY, WHEN THE STATE OF CONNECTICUT WAS SHORT $13,000,000 
TO BALANCE THEIR BUDGET THIS PAST YEAR, THE TRIBE KICKED IN THE 
NECESSARY AMOUNT IN ORDER TO ASSIST THE STATE GOVERNMENT. 
UNDOUBTEDLY, THE MASHANTUCKET PEQUOT TRIBE IS THE LARGEST 
CONTRIBUTOR TO THE STATE OF CONNECTICUT'S COFFERS AT THIS POINT 
IN TIME. FOXWOODS WILL ENABLE THE TRIBE TO BECOME AN ECONOMIC 
LEADER IN ITS REGION, AND TO REALIZE ITS OWN GOAL OF CREATING AN 
IMPORTANT RESORT CENTER, HIGHLIGHTED BY A MAJOR MUSEUM AND 
RESEARCH CENTER ON AMERICAN INDIAN HISTORY AND CULTURE. 


A QUESTION FREQUENTLY ASKED IS IF TRIBES CANNOT PLEDGE 
ASSETS AS COLLATERAL, HOW CAN THEY OBTAIN CONSTRUCTION 
FINANCING. ALMOST ALL TRIBES HAVE TO LOOK OFF SHORE AS THE 
PEQUOTS DID. INDIAN TRIBES HAVE THE RIGHT TO ISSUE TAX FREE 
MUNICIPAL TYPE BONDS. ALTHOUGH A TRIBE CANNOT MORTGAGE LAND 
HELD IN FEDERAL TRUST, THEY CAN PLEDGE ASSETS, THE BUILDING FF&E 
AS SECURITY FOR A LOAN, AND THEY CAN PLEDGE A SUCCESS FEE IN 
ADDITION TO BASE INTEREST. DURING THE MASHANTUCKET PEQUOT 
SEARCH FOR FINANCING WHICH INCLUDED PRESENTATION TO MORE THAN 
23 BANKING INSTITUTIONS IN THE UNITED STATES. OUR ONLY OTHER 
POSSIBLE SOURCE FOR FINANCING WAS A FOREIGN LONG TERM CREDIT 
BANK. OUR RELATIONSHIP HAS BEEN FRUITFUL AND WAS BUILT ON TRUST. 
THE NEW CASINO EXPANSION WHICH OPENED SEPTEMBER 3, 1993, WAS 
BUILT PRIMARILY OUT OF CASH FLOW NEGATING THE NEED TO LOOK FOR 
ALTERNATIVE FINANCING. PROFITS FROM FOXWOODS PAY FULL COLLEGE 
TUITION FOR MASHANTUCKET PEQUOT TRIBAL MEMBERS, PROVIDE 
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QUALITY HOUSING. A STATE OF THE ART CHILD DEVELOPMENT CENTER, 
A TRIBAL POLICE DEPARTMENT, EMERGENCY MEDICAL SERVICES 
DEPARTMENT, TRIBAL TORT COURT, PARKS AND RECREATION 
DEPARTMENT, TRIBAL LOAN PROGRAM, SUPPLEMENTS THE TRIBAL HEALTH 
AND SOCIAL SERVICES DIVISION AND PROVIDES A HOST OF OTHER 
SERVICES. 

FOR TRIBES ACROSS THE UNITED STATES THE ACT IS PROVIDING THE 
MOST EFFECTIVE BOOST TO TRIBAL ECONOMIC DEVELOPMENT OF ANY 
STRATEGY ATTEMPTED BY THE FEDERAL GOVERNMENT. 

IF YOU WISH TO EXPERIENCE FIRST HAND THE ULTIMATE SUCCESS 
STORY OF INDIAN GAMING AND THE BENEFITS ENJOYED BY THE TRIBE, 
THE COMMUNITY AND THE STATE, WE INVITE YOU TO VISIT FOXWOODS. 
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NEVADA 

FOXWOODS 

NEW JERSEY 

Mandatory licensure 
for all Casino employees 

NO 

YES 

YES 

Federal regulatory 
oversight 

NO 

YES 

NO 

Mandatory regulatory 
oversight during all 
hours of operation 

NO 

YES 

YES 

On site police presence 
during all hours of 
operation 

NO 

YES 

NO 

Liquor Control agents 
on site during all hours 
alcoholic beverages are 
served 

NO 

YES 

NO 

Exhaustive State back- 
ground investigation of 
all Casino executives 

NO 

YES 

YES 

Mandatory yearly audit 
by outside auditing firm 

NO 

YES 

YES 
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KBT FINDINGS 


• Every new Foxwoods job supports 1*107 additional non-* 
casino jobs in New London County* At Foxwoods' currently planned 
total employment, that will eventually mean more than 20,000 
total new jobs in the county, with an annual payroll of nearly 
$480 million* 

9 Every new Foxwoods job supports 0*74 new jobs in the rest 
of Connecticut* That will eventually translate into more than 
7,000 new jobs, with an annual payroll of more than $214 million. 

0 Every new job trims 0*154*0*260 recipients from AFDC 
rolls* Thus, employment gains from Foxwoods' activities will 
save the State $9.6-$ 16 million per year. 

9 Each decline of 1 point in the unemployment rate in 
eastern Connecticut is accompanied by a 7.7 percent increase in 
the real prices of houses. Foxwoods employment alone could raise 
total residential real estate values by almost $1*2 billion by 
the end of 1994* Adding indirect employment, the total increase 
could come to more than $6 billion by the end of the decade* 
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EXECUTIVB SUMMARY 


The rapid success of Foxwoods High Stakes Bingo & Casino has 
brought growing pains to southeastern Connecticut, but it has also 
provided new jobs paying an average of $25,000 per year and another 
$9,300 a year in fringes. That success has also afforded direct 
material benefits to the casino's owner (the Mashantucket Pequots), 
to the State of Connecticut, and to construction firms and workers. 
Indirectly, it has helped brighten regional prospects for tourism. 

This report deals with three more fundamental indirect impacts 
of Foxwoods: 

I. additional jobs and incoMf in surrounding areas 

II. lower spending on public assistance (AFDC) 

III. higher real values of single-family houses. 


I. Employment and Earnings : Applying economic base analysis, 
we estimate that every new Foxwoods job will eventually support 
1.107 additional non-casino jobs in New London County. The average 
job in the county pays nearly $23,000 (1993 dollars). The combined 
effect of the full 9,500 Foxwoods employees expected by early 1994 
is 20,017 new jobs in New London County. The total new payroll 
generated will be $478.5 million per year. 


Further, because county residents spend part of their incomes 
on "imports'* from other Connecticut counties, we estimate that a 
new Foxwoods job ultimately generates as much as a further 0.74 new 
job in the rest of the state, where the average job pays about 
$30,500 a year. The full 9,500 Foxwoods employees, then, will 
support up to an added 7,030 jobs in the rest of the state, with 
added payroll of $214.4 adllion. "Leakages" to other states and 
countries will reduce these figures somewhat, but offsetting gains 
in those "foreign" areas (especially Rhode Island) , in turn meaning 
added purchases from Connecticut, will make up much of the 
reduction. 
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II. Aid for Dependent Children : Using econometric techniques 
on U.S. state data, we estimate that each additional job created 
trims 0.154-0 .260 recipients from the rolls of Aid For Dependent 
Children (AFDC). The figure appears to be higher, the more robust 
the overall economy; conversely, a slacker economy tends to yield 
the lower figure. Assuming (to be conservative) an average AFDC 
payment of $200 per month per recipient and a total of 26,000 new 
jobs in Connecticut because of Foxwoods, the estimated savings 
would range from $9.61 million to $16.20 million per year, based on 
an estimated reduction in AFDC recipients of 4,004-6,760 people. 

III. House Prices : Again using econometric techniques, we 
estimate that (over the long run) every 1 percentage-point 
reduction in the unemployment rate in the four easternmost Labor 
Market Areas (LMAs) in Connecticut is associated with a 7.7 percent 
increase in real housing prices (after inflation) in the four LMAs. 
Translating Foxwoods' employment impacts into reductions in LKA 
unemployment rates, we conclude that, just from tt}e casino's hiring 
alone, real house prices in the 4 LMAs will rise by $1,177 billion 
by late 1994. Further, adding indirect employment effects raises 
the total increase in house prices to $6.1 billion by the end of 
the decade. 
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THE ECONOMIC IMPACTS OF THE FOXWOODS HIGH STAKES BINGO & CASINO 

ON NEW LONDON COUNTY AND SURROUNDING AREAS 

by 

Arthur W. Wright & Associates 1 
INTRODUCTION 

Foxwoods High Stakes Bingo & Casino, located near Ledyard, 
Connecticut, has enjoyed round-the-clock operations and financial 
success from the day its doors opened in early 1992. The venture 
has expanded steadily — the latest additions opened this month, 
with more to follow by year's end — and plans for further growth 
are underway. A recent New York Times article (September 1, 1993, 
p. Bit) characterized Foxwoods as "the region's clear center of 
gravity . H 

The casino's rapid success has brought growing pains, as a 
quiet, rural part of the state struggles to adapt to growing 
numbers of visitors and a burst of new economic activity. On the 
plus side, though, in an area hard hit by defense cuts, Foxwoods 
has already provided more than 6,000 new jobs, and total employment 
will exceed 9,500 once current plans are complete. The average 
gross pay of casino employees (including reported tips) is $25,000 
per year — about $2,100 more than the average job paid in New 
London County before February 1992 — and average fringe benefits 
add $9,300 a year to total employee compensation. 2 The casino's 


1 John M. Clapp, Dennis R. Heffley, Subhash C. Ray, Jon 
Vilasuso, and Arthur W. Wright. We acknowledge with thanks the 
assistance of Peter Shapiro & Associates. Responsibility for any 
errors remains with us. 

2 Based on full-time equivalent employees, Foxwoods data for 
April 1, 1993, show yearly H salary & wages, " inclusive of "tips and 
tokes” (dealers' tips) reported to management, of $25,043 on 
average, excluding paid leaves. Average fringes (including paid 
leaves, required social programs, group insurance programs, 
retirement matching contributions, and employee meals) come to 
$9,334. The sum of salary & wages plus fringen is $34,378. To the 
extent not all tips are reported, this figuro understates total 
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owner, the Mashantucket Pequot tribe, has been able to improve the 
living standards of its members, and to start new, ancillary 
businesses. The State of Connecticut has used revenue-sharing from 
slot-machine proceeds to increase its aid to the state's 169 cities 
and towns. Construction of the various phases of Foxwoods' 
development has employed workers from across the state and around 
the region. 

The economic impacts of the casino do not end with the direct 
effects just listed. Like the ripples from a stone thrown into a 
pool of water, increased hiring and income are radiating from 
Foxwoods' own activities to other economic sectors and to other 
areas (local, state and regional). Indirect spillovers from the 
casino's growth include not only brightened prospects for tourism 
in the region but also (more fundamentally) additional jobs and 
incomes, reduced unemployment, lower spending on public assistance, 
and higher real estate values in surrounding areas. 

Vhis report focuses on three specific indirect impacts of 
Foxwoods: I. employment; II. public assistance (AFDC); and III. 
prices of single-family housing. While these three topics do not 
exhaust the indirect impacts of the casino's operations, I. * 3 they are 
likely to be the most significant ones. 

I. Employment : Applying recognized tools of economic-impact 
analysis, we estimate that every new Foxwoods job supports roughly 
1.1 additional non-casino jobs in New London County. The average 
job in the county before the casino opened paid nearly $23,000 in 
1993 dollars. Further, because county residents spend part of 


average employee compensation. 

3 For instance, we have not explored the indirect effects of 
construction activity, which by nature takes place over a fixed 
period of time and then ends. Nor have we expressly studied the 
spillover effects from casino purchases of goods and services; to 
a considerable extent, however, our analysis of indirect job 
creation captures those effects. 
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their incomes on "imports" from other Connecticut counties, a new 
Foxwoods job ultimately generates a further three-quarters of a new 
job in the rest of the state, where the average job paid about 
$30,500. Lesser but still noticeable employment spillovers occur 
in Rhode Island, by similar reasoning. 

II. Public Assistance (AFDC ) : With conventional econometric 
techniques we estimate that (by increasing employment in a multi- 
county region) an additional 1,000 jobs trims between 154 and 260 
recipients (adults and children) from the rollB of Aid For 
Dependent Children (AFDC) in that region. The figure appears to be 
higher, the more robust the overall economy; conversely, a slacker 
economy tends to yield the lower figure. Assuming a conservatively 
low average AFDC payment of $200 per month per recipient, the 
creation of 1,000 new jobs, directly at Foxwoods or indirectly by 
casino expansion, would save an estimated $30,800 to $52,000 per 
month, or $369,600 to $624,000 per year in AFDC payments. 

III. House Prices : Again using econometric analysis, we 
estimate that (over the long run) every 1 percentage-point 
reduction in the unemployment rate in the four easternmost Labor 
Market Areas (LMAs) in Connecticut 4 is associated with a better 
than 7.7 percent increase in real housing prices (after inflation) 
in the four LMAs. Hence, if the employment stimulus (indirect as 
well as direct) from Foxwoods hiring reduced the regional 
unemployment rate by 4 points, the price of a representative house 
worth (say) $100,000 today would ultimately rise by more than 
$30,000. This is a gross effect: We do not take into account other 
economic forces ( such as Navy submarine procurement and force 
levels) that will also affect house prices. But the stout upward 
pressure on house prices from casino expansion should be welcome in 

4 New London-Norvich, Danielson, Willimantic and Lower River. 



375 


ECONOMIC IMPACTS OF FOXWOODS CASINO 

-4- 


an area that has suffered steephouse-price declines -- in New 
London-Norwich on the order of 36 percent — since the late 1980s* 


A. Indirect Job Creation in New London Countv 

Why would we expect to find additional hiring in the local 
economy as a result of the expansion of employment at Foxwoods? 
Because the services provided by casino workers consist largely of 
"exports" outside the county: Most customers come from other parts 
of Connecticut and other states; their expenditures at Foxwoods 
represent an inflow of income to New London County. Thus, the 
casino jobs support additional local jobs directed to satisfying 
the day-to-day consumption needs of casino employees. In contrast, 
if Foxwoods customers came mainly from New London County, local 
purchasing power would simply be recirculating — and casino growth 
would create far fewer additional jobs. 

To get at the extent of indirect job creation arising from 
casino employment, we used a well-known technique called economic 
base analysis . s This technique focuses on measuring how much of 
local economic activity is "basic" — that is, involved in 
exporting goods and services outside the locale -- and therefore 
capable of supporting additional, "non-basic" (or local) 
employment. Combining information on the basic/non-basic mix for 
all local economic sectors, 6 we can calculate a multiplier that 


5 For the technical methodology and detailed calculations for 
our economic base analysis, see the separate document, "Economic 
Base Analysis for New London County," by Jon Vilasuso. 

6 Excluding the military. We assume that the military 
employment at the Groton Submarine Base serves the entire United 
States and not just the residents of New London County. In other 
words, the county's consumption of Groton sub base services is no 
greater per capita than that of San Diego residents. 
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expresses the extent to which additional basic employment will 
support additional non-basic employment in the locale. 

We estimate that creating one new basic job in New London 
County will lead to an additional 1.23 non-basic jobs there. Thus, 
the total new employment equals the new basic job plus 1.23 local 
jobs, or a total of 2.23 new jobs. If the new basic job was an 
average job at Foxwoods, it would generate additional income of 
some $25,000 in 1993 dollars (as noted earlier). 7 If the attendant 
1.23 non-basic jobs paid the average for New London County, 0 the 
extra non-basic earnings would come to $28,173 (also in 1993 
dollars j. The total gain in county earnings would then be $53,173. 

The foregoing analysis needs one adjustment. If some Foxwoods 
customers come from New London County, one new casino job would not 
equal a full basic job. In fact, company analyses of customers' 
license plates and special club members' addresses indicate that 
nearly all of Foxwoods' business comes from outside the county. To 
be conservative, let us assume that only 90 percent of casino 
revenues come from outside New London County. The multiplier would 
then decline from 1.23 to 1.107. 9 The Foxwoods addition to county 
earnings would remain the same ($25,500), but the extra non-basic 
earnings would decline to $25,355 in 1993 dollars, giving a 
somewhat smaller total earnings gain of $50,355. 

How does the foregoing analysis translate into a total impact 


7 We ignore the average fringes of $9,300, which equal an 
added 27.1 percent of the salary-&-wages figure. 

8 According to data in the 1990 edition of County Business 
Patterns , adjusted to 1993 dollars by multiplying by the ratio of 
the 1993 to the 1990 Consumer Price Indexes. 

9 The magnitude of the decline increases with the portion of 
revenues coming from within the locale. For the detailed 
calculation of the decline, see the Appendix to Vilasuso, op.cit . 
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of Foxwoods on employment in New London County? 10 Still assuming 
that 90 percent of casino activity is basic, if the employment 
multiplier holds over the full range of Foxwoods' hiring from its 
inception (February 1992) through the completion of current 
expansion plans, 9,500 casino jobs will ultimately generate an 
additional 10,517 jobs, or 20,017 in all, in New London County. 11 
If the new non-basic jobs pay the 1993 average figure, the 
additional earnings will come to $241 million (in 1993 dollars). 
Adding $237.5 million in direct Foxwoods payroll (9,500 times 
$25,000) gives a total county payroll increase of $478.5 million. 


B. indirect Employment Effects ia the Rest of Connecticut 

Why would gains in employment in New London County affect 
employment in the rest of the state? Because the county is linked 
economically with the other counties in Connecticut. When economic 
activity picks up in New London County, its residents resort to 
* imports" for a significant proportion of their increased 


10 That total impact, and the others discussed in this report, 
will occur gradually over time, not immediately. Economic base 
analysis provides no insight into the duration or time pattern of 
the lags in the estimated impacts. With the later regression 
analysis, we are able in one case to obtain some idea of the length 
of at least the initial lag following the event of interest — 
here, an increase in hiring at Foxwoods. 

11 The range of validity of our estimated multiplier depends 
mainly on how large the casino's total hiring is in relation to 
total county employment. In 1993, total employment in the New 
London-Norvich LMA — roughly coterminous with New London County 
except for several small towns at the edge of the LMA — was about 
177,000 excluding Foxwoods' employees* Thus, the 9,500 workers at 
Foxwoods represent a 5.4 percent increase over the base excluding 
the casino. Note that not all of the indirect job creation from 
casino expansion will have occurred by the end of 1993. As noted 
in the preceding footnote, the full adjustment of the indirect jobs 
will probably extend over a number of years. 
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consumption needs. 12 By extending our previous methodology, we can 
translate those imports into the added indirect employment in the 
rest of Connecticut that will flow from Foxwoods' expansion, 
coupled with its indirect impacts in New London County * 

For simplicity, and recognizing that we will be overstating 
the effect, let us assume initially that residents of New London 
County obtain all of their imports — the portion of their 
consumption needs not produced within the county ~~ from other 
part 8 of Connecticut. The first step is to translate the earlier 
total increase in New London County employment from casino hiring 
into an increase in basic jobs elsewhere in the state. Basic jobs 
will increase in the rest of Connecticut because it will be 
"exporting" goods to New London County. The second step is then to 
calculate the non~basic/basic multiplier for the rest of the state, 
just as we did in section A for the one county. We estimate that 
each new job created at Foxwoods translates into 0.74 additional 
job in the other counties of Connecticut taken as a whole. At the 
average 1990 pay per job in the rest of the state of $30,501 
(stated in 1993 dollars), the associated increase in earnings would 
come to $22,571. The eventual total of 9,500 casino jobs would 
yield 7,030 new jobs, and additional income of some $214.4 million, 
throughout the rest of Connecticut. 

These estimates overstate the employment and earnings impacts 
of Foxwoods' expansion in the rest of Connecticut for a simple 
reason: New London County residents in fact do "import" goods and 
services from other states, and even other countries. To the 
extent they do so, part of the Foxwoods impacts just examined will 
leak out of Connecticut, thus reducing the figures just reported. 
At the same time, we must recognize a countervailing effect that 
will offset the reduction. When New London County residents buy 


12 Indeed, New London County is also linked with economies 
outside Connecticut as well. Below, we factor the additional links 
into the analysis. 
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goods and services from outside Connecticut, the "foreigners” (in 
Rhode Island, France, and so on) enjoy some job creation and income 
growth of their owe. The foreigners in turn will buy goods and 
services from Connecticut -- with job-creating and income-enhancing 
effects there, too* We have not undertaken the major task of 
gauging the net result of the two opposing forces. But we can 
state that, even if the net leakage out of Connecticut were as high 
as one-half (which we doubt), the succees of Foxwoods has had and 
will continue to have a major positive impact on jobs and earnings 
in Connecticut outside Kew London County. 

C. Direct and Indirect Employment Effects in A djoining States 

Why would Foxwoods' rapid success affect Rhode Island and 
Massachusetts? For two reasons i First, not everyone working at 
the casino is a New London County or even a Connecticut resident. 
Second, some of the indirect effects of Foxwoods' hiring doubtless 
spill across the nearby borders with Rhode Island and 
Massachusetts . 13 To this point, we have tacitly assumed that all 
Foxwoods employees reside j.d Connecticut. In fact, nearly 20 
percent of the casino workforce in mid-1993 had addresses in Rhode 
Island or Massachusetts; most of those addresses were in the former 
state. 14 We have not attempted to estimate employment multipliers 
and their associated earnings impacts separately for Rhode Island 
and Massachusetts. However, given the near-lack of barriers to 
movements of people and goods across state lines, it is safe to say 

13 We could include New York as well. However, the distance 
(100+ miles) between Foxwoois and the western boundary of 
Connecticut is a barrier to the direct hiring of New Yorkers and 
probably greatly weakens the indirect spillovers as well. 

14 An analysis of employoe address zip codes for mid-1993 
(4,476 total employees) shows 64.4 percent in the New London** 
Norwich LMA, and another 15.6 percent in other parts of 
Connecticut, giving a state total of 80.0 percent. Further, 17.8 
percent of the addresses are in Rhode Island, just under 1 percent 
in Massachusetts, and 0.2 percent in New York. 


f 
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that the results reported above for Connecticut apply qualitatively 
to Rhode Island and (to a much lesser extent) Massachusetts. At 
the same time, it is true that the force of our estimated impacts 
on Connecticut is less than stated earlier, to the extent that 
other states benefit from the increased economic activity at 
Foxwoods . 


% l , PVB kJCC A5 S1S-TA M C6. (AT P C) 

Why would the rapid growth of Foxwoods affect public assist- 
ance programs? Because (as we have seen) casino employment creates 
additional jobs in both nearby towns and throughout the surrounding 
region. Economic theory suggests that new employment opportunities 
will attract some people currently on welfare and thus lower the 
numbers of people on public assistance. Hence, we would expect the 
addition of 9,500 jobs at Foxwoods to reduce the number of welfare 
recipients and the attendant fiscal burden on government. 

To test this proposition, we applied least-squares regression 
techniques to data on the numbers of recipients of Aid For 
Dependent Children (AFDC) and on total employment, adding (for 
control purposes) other explanatory factors 'such as population and 
the size of the average welfare payment per client. 15 Clients 
include both adults and children; thus one household would 
typically have at least two recipients. We used statewide data for 
all 50 states; 16 however, the results are robust, and we have not 


16 For the technical methodology and detailed calculations of 
our regression analysis of the relation between welfare and 
employment, see the separate document, "Determinants of Welfare 
Dependences A Study of Caseloads," by Subhash C. Ray. 

16 A regression on time series data for the whole United 
States, 1960-1987 , yielded a similar estimate of the relationship 
between employment and welfare rolls. We attempted to obtain data 
by tom for Connecticut from the State Department of Income 
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found any reason to think that Connecticut is fundamentally 
different from the national average, once one controls for 
population and payment levels. 

Estimates based on state data for 1987, 1988 and 1989 indicate 
a statistically significant negative relationship between 
employment and the number of welfare recipients. For 1987, the 
estimated coefficient suggests that 1,000 new jobs would reduce 
state AFDC rolls by an average of 260 people. The results for 1988 
and 1989, as individual years, show comparable but statistically 
weaker and smaller relationships; however, combining data for the 
two years yields a strongly significant, and smaller, relationship: 
1,000 new jobs would cut AFDC rolls by 154 recipients. What may 
explain these results is that 1987 was still a boom year for the 
national economy, whereas 1988 and 1989 saw the onset of recession. 
The smaller employment coefficient for 1988-89 suggests that new 
jobs have less of an impact on welfare recipient numbers when a 
recession is simultaneously adding new people to the rolls. 

Taken at full strength, these robust estimates imply that the 
start-up and success of Foxwoods have in all likelihood reduced 
noticeably both welfare rolls and total payments in Connecticut, 
and probably in Rhode Island, too (see section II.C. above). 
Assuming the average effect holds for all new employment created 
because of the casino's existence — say, 26,000 jobs 17 -- the total 
eventual associated decline in AFDC recipients ranges from 4,004 to 
6,760 — probably closer to the former than the latter, unless the 
weak performance of the southern New England economy in the early 
19908 improves soon. Assuming an average monthly benefit payment 


Maintenance, but to no avail in time for use in the present 
analysis. 

17 I.e., 9,500 directly at Foxwoods, the further 10,500 or so 
jobs in New London County, and an added 6,000 (conservatively 
calculated at about 85 percent of the maximum figure) for 
associated job growth in the rest of the state. 


84-760 0-94 


13 
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per recipient of $200 (probably low), the monthly savings would 
range from $800,800 to $1.35 million; the yearly savings would run 
from $9.61 to $16.20 million* 

He cannot be sure about the distribution of these effects 
among the towns and cities in the region* Because (as noted above) 
a large part of the direct hiring at Foxwoods has occurred in the 
New London-Norwich LMA, much of the reduction in AFDC rolls and 
payments has likely occurred there* But we have found noticeable 
indirect hiring effects in the rest of Connecticut and (by 
inference) Rhode Island. Also, we cannot tell how many casino 
employees with local addresses have moved there to work* We are 
confident, though, that the 9,500 new Foxwoods jobs will ultimately 
lessen substantially the welfare burden in both Connecticut and 
Rhode Island* 


in, bouse prices 

Why would we expect to find a relationship between the success 
of Foxwoods and house prices in the surrounding area? Because it 
is a well known economic result that real estate prices generally, 
and single- family housing prices in particular, stove in the same 
direction as economic activity* During recessions, when 
unemployment rises and income growth slows, the demand for houses 
declines; given the supply, prices fall* Conversely, with the 
lower unemployment and rising incomes of a robust economy, the 
demand for houses, and (with it) their prices, rise* One of the 
members of the research team responsible for this report has 
contributed to the economics literature on this subject* 14 He 


14 John M* Clapp and Carmelo Giaccotto, "The Influence of 
Economic Variables on Local Bouse Price Dynamics, * June 1993, 
forthcosdng in Journal of Prb»n Eggn«lgl- The regression analysis 
in this study used data for Hartford, Connecticut* 
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replicated his analysis to examine the impact of casino hiring on 
house prices in the region that surrounds it. 19 

With least squares regression techniques and quarterly data, 
we estimated the statistical relation between unemployment rates 
and real house prices (after inflation) in the four easternmost 
LMAs in Connecticut. The data spanned the period 1981: IV (house 
sales prices) or 1982:1 (unemployment rates) through 1993:1. In 
keeping with previous studies, our hypothesis was that regional 
rather than strictly local unemployment rates would affect house 
prices in a given locale. Moreover, we expected moves in house 
prices to lag changes in the unemployment rate by some months. 

The results bear out the hypotheses: On average, every 1 
percentage point decline in the weighted-average regional (4-LMA) 
unemployment rate is associated, 9 months later, with a 7.7 percent 
increase in real house prices. The results also show that the 
impact on house prices is greater, the smaller the initial 
unemployment rate from which the 1-point decline occurs, and vice 
versa: 

Initial Unemplov- I pcr .e a^ , A n .JB g .flL jfellg g 

ment Rate Prices Per l^Polatltecline 

4 % 10.9 % 

5 % 8.6 % 

6 % 6.3 % 

7 % 4.0 % 


19 For the technical methodology and detailed calculations of 
our regression analysis of the relation between house prices and 
changes in the unemployment rate, see the separate document, "The 
Impact of a Change in Basic Employment within One LMA on House 
Values in the Same and Surrounding LMA's," by John M. Clapp. See 
footnote 4 above for a listing of the four LMA's. The New London- 
Norwich LMA includes two Rhode Island towns, Hopkinton and 
Westerly, which we exclude. Note that we had to switch from New 
London County (in analyzing employment impacts) to the four UVU 
(in gauging effects on house prices) because of the way the 
relevant data are reported. LMA data for New London-Norwich were 
too scant in sectoral detail to use them in the employment-impact 
work; thus we turned to county-level data. 
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In other words, the stronger the economy,' the greater the boost in 
house prices associated with a 1-point reduction in the regional 
unemployment rate* 

To translate these results into effects on house prices in the 
region surrounding Foxwoods, we must first convert the em ployment 
effects discussed in section I above into changes in unemplo yment 
rates* The latter equals the number unemployed (not working and 
actively seeking work), divided by the labor force, which equals 
the number employed plus the number unemployed . Doubtless, some 
casino hiring has directly reduced the ranks of the unemployed, 
hence also nearby-LMA unemployment rates (as the labor force would 
not have changed). Other Foxwoods hires, however, likely are new 
entrants into the labor force in the 4 LMAs; the probability of 
this is greater, the larger is total employment at the casino. 
Moreover, many Foxwoods workers hired locally create job non-casino 
vacancies that attract job-seekers to the area* Lacking evidence 
on the local /in-migrant split, we assumed that 75 percent of the 
first tranche of 2,300 hires (early 1992) came from those 
unemployed and living in the 4 LMAs, while 25 percent were new 
labor-force entrants. For the second tranche of 1,900 workers 
(January 1993), we assumed a split of 65-35, and for the third 
tranche of 3,600 employee* (the balance of 1993), 30-70* 20 

Note that, while new labor force entrants are not included 
directly in our analysis, their presence in the 4 LMAs will give a 
further stimulus to real house prices* Hence, our calculations 
based just on employment gains from existing labor force give 
conservatively low estimates for increases in house prices* 

Coupling these labor force assumptions with the regression 
results, and further recalling that the full indirect employment 


20 He limited the total additional employment to 7,800 workers 
in order to keep the scenarios within the present century. The 
full effects of casino employees added after 1994 will extend 
beyond the year 2000* 
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gains discussed in section I will occur gradually over a number of 
years, enables us to construct a scenario for the impact of 
Foxwoods' expansion on real house prices in the four LMAs over the 
course of the 1990s. We discuss first the direct effects from 
casino hiring only, and then the longer-term indirect effects of 
the additional hiring induced by Foxwoods' growth. 

Within 9 months of the first 2,300 casino hires (starting 
January 1992), real house prices rose by an estimated 2.6 percent, 
or some $439 million. 21 The second tranche of 1,900 employees 
(starting February 1993) will have added another 1.9 percent, or 
$313 million, to real house prices, for a total increase of $752 
million by the end of 1993* Finally, by late 1994, assuming a 
third group of 3,600 new employees added during 1993, there should 
be a further boost in real house prices of 2.5 percent, or $425 
million, for a total of $1,177 billion just from Foxwoods' own 
hiring. 

Under the stated assumptions about labor force entry in the 4 
LMAs, the indirect as well as the direct employment effects of the 
casino '8 growth will steadily reduce unemployment in the region. 
As that happens, there will be further upward pressures on real 
house prices. Assuming total Foxwoods employment were to remain at 
7,800, by the end of the decade the estimated additional boost in 
house prices would total 29.1 percent, or $4,882 billion. 
Combining the indirect with the earlier direct effects, the 
estimated increase in real house prices would come to 36.1 percent, 
or $6,059. If casino hiring reached the full projected 9,500 
employees by early 1994, it would add another 8 percent, or $1,341 
billion, to the totals. 


21 This is gross upward pressure on house prices in the region 
from Foxwoods hiring, not a prediction of actual house-price 
changes. The regression results explain only some two-thirds of 
the variation in real house prices. Other variables, assumed 
constant in this discussion, could well have pushed house prices 
downward • 
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To put the foregoing figures in perspective, an 18.4 percent 
increase in the real price of a representative house worth $100,000 
today would be $18,400. Remember that real prices are net of price 
inflation. 


IV. SUMMARY AND COMCLUfilPUg 

We have examined the economic impacts of the rapid expansion 
of Foxwoods High-Stakes Bingo & Casino since early 1992, on three 
dimensions: I. employment; II. AFDC payments; and III. house 
prices. Our estimates provide strong evidence that those impacts, 
on the state as well as on the immediate locale around the casino, 
have been and will continue to be significant. 

I. Employment Impacts: Every new Foxwoods job will support an 
estimated 1.107 additional local jobs in New London County. The 
resulting total gain in local payroll (casino plus non-casino) 
equals $50,355 per Foxwood job. For the full complement of 9,500 
casino employees, total additional local employment will eventually 
come to 20,017. The increase in payroll for Foxwoods and non- 
Foxwoods workers combined will total $478.5 million. 

The employment and earnings gains in New London County will 
spur comparable, though smaller, gains in the rest of Connecticut, 
and in other states as well. The planned total of 9,500 Foxwoods 
workers will support up to 7,030 new jobs in the other Connecticut 
counties, with added payroll (at the 1990 average per job) of 
$214.4 million. "Leakages" to Rhode Island and other states will 
reduce thosi figures somewhat, but the gains in the other states 
(especially Uhode Island) will in turn offset the leakages as their 
residents buy goods and services in Connecticut. 
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II. AFDC Payments: Every new job created reduces the AFDC 
rolls by an estimated 0.154 to 0.260 person. If those estimates 
hold for the total employment impact of Foxwoods, statewide, and 
assuming an estimated total impact of 26,000 jobs, total AFDC 
recipients will decline by 4,004-6,760 people, and total budgetary 
savings will run $9.61-16.20 million per year. 

III. House Prices; Each decline of 1 percentage point in the 
unemployment rate in the 4 easternmost LMAs in Connecticut is 
associated with a. 7. 7 percent increase in real house prices, on 
average. Translating the employment impacts of Foxwoods into 
reductions in LMA unemployment rates, under plausible labor force 
assumptions, and taking into account the short- and longer-term 
adjustment lags, we estimate that the existence of the casino will 
have increased real house prices in the 4 LMAs by some $1,177 
billion by the end of 1994, just from casino hiring alone. 
Incorporating the indirect employment effects, assumed to occur 
gradually over the rest of the decade, the total increase in real 
house prices will amount to fully $6,059 billion. 
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THE IMPACT OF A CHANGE IN BASIC EMPLOYMENT WITHIN ONE 

LMA ON HOUSE VALUES IN THE SAME AND SURROUNDING LMA’S 

by John M. Clapp 
September 24, 1993 

What is the impact of a change in basic employment in one local area on house values 
in the same and surrounding areas? Suppose that we start with the New London-Norwich labor 
market area (LMA), and that basic employment is added to that area. This causes a larger 
change in total employment because basic employees spend money on local goods and services. 
If unemployment is above normal, as it was in 1992-93, then the additional total employment 
should come largely from a reduction in unemployment. Alternately, discouraged workers 
should come back into the labor force; this has a similar effect in terms of increasing the 
employment of the local population. 

According to the research of Clapp and Giaccotto (forthcoming, Journal of Urban 
Economics, 1993) a reduction in unemployment will cause an increase in real house prices. 1 
For each 1% decrease in unemployment, the increase in house prices should range from 2 % to 
about &%, with higher increases in communities with greater housing wealth and lower increases 
in communities with more modest housing. The Ctapp and Giaccotto research shows that it is 
possible to measure point elasticities: that is, a 1% change in unemployment is associated with, 
for example, a 3% change in the value of a typical house in the opposite direction. Once this 
elasticity has been determined, it can be used to find the aggregate change in house values in the 
local area. 

'Unemployment is reduced by ihc change in total employment, not just the change in basic employment. Clapp and 
Giaccotto found that any change in unemployment, even one from the hiring of nonbaak employee* , caused a change in real 
house prices. 
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It is plausible that the Clapp and GiaccoUo approach can be extended to find changes in 

house values in surrounding LMA’s. This would require running regressions with percent 
change in real price as a dependant variable and percentage unemployment in neighboring 
LMA’s as explanatory variables. Lagged values of unemployment might be included in this 
regression. Again, the elasticities found for neighboring areas could be used to find the 
aggregate change in house values resulting from an increase in basic employment. 

Details of the Methodology ibLFindin? A ggregate Value Changes 

Aggregate assessed value for single family residential property within the LMA can be 
used to find the effect of a change in unemployment on aggregate house values and on aggregate 
tax revenues. In order to do this, it is necessary to have the aggregate assessed value as of a 
given point in time (e.g., October l t 1992) within the LMA. We would then use the 
transactions data from OPM to find the average ratio of sales price to assessed value around this 
same time period. This average ratio would then be used to find total property value within the 
LMA. The elasticity calculated above together with the expected change in unemployment 
would be used to calculate the effect of the change of unemployment on aggregate single family 
residential property values. Note that this methodology underestimates the effect of the change 
in unemployment because the effect on multi-family properties and commercial properties has 
not been included. 

The data needed to implement this can be summarized as follows: 

1 . Expected (or historical) change in basic employment; 

2. The economic base multiplier; 



BASIC EMPLOYMENT AND HOUSE VALUES 


3 


3. The labor force and unemployment in the LMA; 

4. Indices of house prices in each LMA; 

5. The elasticity of house prices with unemployment, estimated by regression 
analysis; 

6. Aggregate assessed value for SFR property within the LMA; 

7. The ratio of SFR sales prices to assessed value. 

Items 3-6 would be needed for neighboring LMA’s if estimates of spillover effects were 
required. 

Estimating the Elasticity of Change in House Prices with Respect to Change in Unemployment 
Regression analysis was used to estimate the percent change in real house prices with 
respect to a 1 % change in the unemployment rate. An attempt was made to estimate two 
elasticities of this type: one with respect to a 1 * change in unemployment in the same LMA and 
second with respect to a IK change in unemployment in a neighboring LMA. 

To begin this process, we collected data on quarterly unemployment rates by town from 
the beginning of 1982 through the first quarter of 1993. This was done for each town within 
four LMAs (see Map 1): 

Danielson 
Lower River 
New London/Norwich 
Willimantic 

The unemployment data are graphed as Figure 1 and Figure 2. 

The graph tells us that the unemployment rates in the four LMA’s generally moved 
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together, even though the levels are somewhat different. Thus, the whole region was clearly 

influenced by very similar economic conditions over this time period. This suggests that it will 

be difficult or impossible to disentangle the effects of unemployment change in neighboring areas 

from unemployment change in the same area as the real price change. 

Indices of the value of a typical house in each LMA have been developed by the author 
(see Figure 3). These numbers measure the value of a typical, unchanged house in each area. 
The dollar values are an estimate of the most likely sales price obtained from repeatedly selling 
this unchanged house each quarter from the fourth quarter of 1981 through the first 
quarter of 1993. 

Since the population and income characteristics of each area differ, the typical house 
differs. For example, the typical house in the Lower River area is a better quality, on a better 
location, than the typical house in each of the other three area (Figure 3). New 

London/Norwich has a typical house in the middle of the value range whereas Danielson is at 
the low end. 

The movements of house prices are somewhat different in the four LMAs. Lower River 
has had essentially constant house prices since the end of 1987 whereas the other areas 
experienced some decline, at least through the fourth quarter of 1992. The New 
London/Norwich LMA has been more negatively impacted over the last two years, probably by 
a decline in defense-related employment. 

The constant quality price indices are deflated by the Consumer Price Index (CPI) in 
order to find real house prices. We do this because we expect unemployment to have an 
influence on real house prices, not on the rale of inflation. 
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Finally, we take percentage change in real house prices. The percentage change 

transformation is used because we are trying to find an elasticity between house price change 
and change in unemployment. 

The four LMAs considered here define a region with the New London/Norwich LMA 

as its core. This research focuses on the change in basic employment within the New 

* 

London/Norwich LMA. Since this is the core, we define the three other LMAs as the peripheral 

I 

regions. We are interested in the impact of the change in unemployment within New 
London/Norwich on each of the three neighboring areas (see the arrows on Map 2). Therefore, 
New London/Norwich is defined as the appropriate neighboring area for each of the other three. 

For New London/Norwich itself, the appropriate concept of neighboring area is 
an average of the other three areas. That is, we would like to know the impact of a change in 
unemployment within the entire peripheral region on the core area (New London/Norwich). 
When we average unemployment in these three areas, wc weight the unemployment in each area 
by the total tabor force within the area. This gives lower weight to the Lower River area and 
higher weight to Willimantic and Danielson. 

In order to implement the model efficiently, we stack the data. That is, we take the 
quarterly data for Danielson and put it at the top of the stack; under those data we put all of the 
quarterly data for Lower River and so for the four LMAs. 

R esults of the Regression Analysis 

When unemployment in the same LMA ("own unemployment") is the only explanatory 
variable, then the estimated elasticity is between -3 and -4 (Table 1, regressions 1 and 2). This 
means that an increase in unemployment of 1 % will cause a decrease in real house prices of 
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between 3 and 4%. The higher elasticity (-4) is associated with a 3 quarter (9 month) lag on 

unemployment, and this lag increases the R’ significantly. A three quarter lag is plausible 
because it takes time for an increase in unemployment to have an effect on purchases of houses. 

Since a number of tests revealed that the three quarter lag is best, we retain that for the rest of 

♦ 

this research. 

When neighboring unemployment is added to own unemployment in regressions 3*5 of 
Table 1 , the neighboring unemployment has an elasticity of between -6.9 and *7.4. Also, the 
addition of neighboring unemployment nearly doubles the R* to the vicinity of .65. 

The most surprising result is that the own unemployment elasticity is small and not 

statistically significant when the neighboring unemployment is included in the regression! The 

* 

most likely explanation of this is the similarity of movement among all of the unemployment 
variables (Figure 1). Since neighboring unemployment is typically for much larger geographical 
areas (See Map 2 and discussion in text) it dominates own unemployment. 

Since New London/Norwich is the center of the region, we hypothesize that this elasticity 
might be different than those for the three peripheral LMAs. Regressions 4 and 5 test this 
possibility with negative results. 

Ihc I mpact fl f U ne mp loyment in the...Emirc..EegiQn 

The five regressions presented so far (Table 1) are unable to distinguish between the 
impact of unemployment in the own LMA and unemployment in neighboring LMAs. Therefore, 
we did the analysis with unemployment in the entire metropolitan area as an explanatory 
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variable. 1 The result, regression 6 in Table 1, indicates an elasticity of >7.7. 

It is possible that unemployment has a nonlinear effect on percent change in house prices. 
It is reasonable to expect that a reduction in unemployment has less effect at high levels of 
unemployment than it does at low levels of unemployment. This is because some reduction in 
unemployment when the economy is very slack will have little effect on the demand for housing. 
But, when unemployment is low, demand for housing is pushing against a limited supply and 
prices will rise rapidly, after a 9 month lag. 

We tested this idea by including unemployment squared in regression t 7 in Table 1. 
The positive sign on squared unemployment conforms to our expectation that the effect of 
unemployment on house price change is greater when the unemployment rates are low. 
Regression 0 7 predicts the following elasticities of house prices with respect to unemployment: 


Unemployment Rate 

Elasticity 

.03 

-13.2 

.04 

-10.9 

.05 

-8.6 

.06 

-6.3 

.07 

-4.0 


These elasticities are the ones used to estimate the effect of the change in basic 
employment on house prices in the four labor market areas considered here. By measuring total 


’Because of Ihc way that the data were collected for the study this variable ia the weighted average of the four unemployment 
rate* in each quarter. The weighting (actor it the labor force in each area in 1990. This unemployment tenet it an 
approximation to the rale of unemployment that would be attained if unemployed persons were added up for the four LMAs and 
divided by the turn of the tabor force in the four LMA'i. 
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house value in the four areas, we can estimate the aggregate dollar change in house value due 
to any change in basic employment. 

Our conclusion from this research is that the average elasticity of real house price change 
with respect to unemployment in the region is -7.7 over the time period from 1982-1993.’ 
This elasticity is higher when unemployment is low (e.g., 3X) than when it is high (e.g., 7 %). 

The elasticity of real house price change with respect to unemployment in one’s own area is 
approximately zero. 

IhC Impact of Unemployment on Aeeregate House Value s in the Entire Region 

Our main finding from the previous section is that a change in unemployment in the 
region defined by the four LMAs has a roughly the same effect on each of the LMAs within the 
region. This effect is measured by the elasticities based on regression 7, Table 1 (see discussion 
above). Since the effect is the same for all LMAs in the region, it is a simple matter to measure 
the impact of a reduction in unemployment in the broad region on house values in the region. 

To implement this idea, we calculated the following: 

1. Aggregate residential property values in the entire region as of April 1, 1991. 
This information came from the Equalized Net Grand List (ENGL) computed by 
the Office of Policy and Management. 

2. The change in unemployment caused by a change in basic employment. This is 
the basic employment change multiplied by the economic base multiplier and 
divided by the labor force in the region as of the second quarter, 1992. 

*n>ii conclusion u undoubtedly specialized for the region being considered here. The dominant position of the New 
London/Notwsch LMA gives a very special interpretation to the concept of neighboring unemployment. 


396 


BASIC EMPLOYMENT AND HOUSE VALUES 9 

3. Multiply the result from Step 2 by the elasticities calculated in the previous 

section. 4 This gives the percentage change in house values expected because of 
the new basic employment. 

4. Multiply the percentages in step 3 by the aggregate house value in step 1 to obtain 
the aggregate change in house value in the region because of the change in basic 
employment. 

When these steps were implemented with the data for the four LMAs, we found a change in 
aggregate value of $1.8 B (+10.8% for the typical house) over a 3 year period, from the 
February 1992 hiring of 2,300 employees. The January, 1993 hiring of an additional 1,900 
employees produces an additional $4. 1 B change in house values (+6.8% for the typical house). 
Finally, the hiring of an addition 3,200 employees by January, 1994 is estimated to produce an 
additional $4.4 B in house value (+26.4% for the typical house) within 3 years (by 1999). 

The grand total from hiring 9,400 employees is expected to be an increase of $7.4 B in 
house value (47.3% increase in the typical house). This scenario, which assumes no other 
changes in the economy (e.g., no major changes at electric boat), should be fully realized by 
1999. 


•Since ihc elasticity varies with the unemployment rale, steps 2 and 3 are done for each I % change tn unemployment caused 
by the basic employment change 



BASIC EMPLOYMENT AND HOUSE VALUES 


10 


ID. HOUSE PRICES 

A relationship between percent change in house prices and the rate of unemployment 
(unemployed persons divided by the labor force) was used to determine the effects of an increase 
in basic employment on house prices. It is reasonable to expect that economic recessions will 
cause unemployment to rise and to remain at a high level; this reduces the demand for housing 
and causes house prices to decrease. Conversely, a robust economy will cause the 
unemployment rate to decline to low levels, exerting upward pressure on house prices. 
Therefore, we use regression analysis to find the percent change in house prices for every 1% 
in the unemployment rate. This approach has been tested in the academic literature. 

Seventy-five percent of the direct plus indirect employment effects are assumed to come 
from the unemployed in the four labor market areas combined.’ Twenty-five percent of the 
new employment is assumed to come from new entrants into the labor force: for example, 
discouraged workers or those hired from outside the four LMA’s. We then divide the change 
in unemployment by the labor force to find the effect of new employment on unemployment in 
the area. 

In the current version of the model, twenty-five percent of the employees that come from 
new entrants into the labor market have no impact on house prices. In reality, they undoubtedly 
would bid for housing and cause house prices to increase. Thus, our model produces a 
conservative (low) estimate of the impact of new employment on house prices. 

Our regressions show that it takes at least 9 months for a change in the unemployment 

*Thc hypothesis is Out the impact of unemployment on house prices in the New LondonNorwich LMA will defend on 
regional unemployment, not just local. This hypothesis holds up well in the four adjoining LMAi. 
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BASIC EMPLOYMENT AND HOUSE VALUES II 

rate to have an impact on house price changes. In addition, it takes time for a change in basic 
employment to cause changes in nonbasic employment. This time lag can be substantial because 
restaurants, retailers and other nonbasic employers respond slowly to new business opportunities 
in the area. Therefore, we estimate that it tabces one to five years for the effects of new basic 
employment on house prices to be fully realized. 

Our estimates of the impact on house prices are quite large. 
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Map 2 



The New London/Norwich LMA is the 
core employment marke' influencing 
each of the surrounding LMA’s (radial 
arrows). New London/Norwich is 
influenced in turn by the ring of 
three surrounding LMA’s (dashed ring 
and arrows). The influence of the 
ring LMA’s is measured by the weighted 
(by resident labor force) average 
unemployment rate in the three LMA’s. 
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TABLE! 


REGRESSION # 

1 

2 

3 

4 

5 

6 

7 

Constant 

0.192 

0.241 

0.414 

0.418 

0.423 

0.422 

0.731 

Own Unemployment (Contemp) 

-3.224 

0.439 

• 

-0.705 

0.457 


• 



Own Unemployment (3 Qtr. Lag) 

— 

-4.138 

-.429 

-6.935 

0.648 

-0.587 

0.465 

-0.548 

0.471 

— 

— 

Neighboring Unemployment 

— 

— 

— 

-7.244 

0.688 

-7.377 

0.725 



New London/Norwich Shift 

— 

— 

— 

0.425 

0.327 

-2.173 

4.363 

— 

— 

New London/Norwich Neighboring Shift 

— 


— 

— 

2.38 

3.984 

— 


Weighted Avg. Area Unemployment 

— 


— 

— 

— 

-7.716 

0.443 

-20.12 

3.45 

Weighted Avg. Area Unemployment Squared 

— 

— 

— 

— 

— 

— 

115.16 

31.68 

R 2 

0.245 

0.376 

0.644 

0.647 

0.648 

0.664 

0.692 

Degrees of Freedom 

166 

154 

153 

152 

151 

154 

153 
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Economic Base Analysis for Mew London County 

Jon Vilasuso 
September 6, 1993 

Summary 

This study examines the employment and income effects of creating 
one additional job at Foxvoods High Stakes Bingo fc Casino. 
Specifically, we address the following set of questions. 

1. How many additional jobs, not including the one job at Foxwoods 
High Stakes Bingo 6 Casino, will be created in Kew London County? 

2. What additional annual income is realized in New London County 
as a result? 

3. Will the rest of Connecticut (not including Mew London County) 
also experience job growth as a result of generating an additional 
job at Foxwoods High Stakes Bingo 6 Casino? 

4. What additional annual income is realized in the rest of 
Connecticut if job growth is present? 

Bach question is addressed in turn. 

1. Employment Effects In Mew London County Using employment data 
from the 1990 County Business Patterns and the 1987 Census of 
Governments, we find that the creation of one job at Foxwoods High 
Stakes Bingo & Casino supports an additional 1.23 jobs in Mew 
London County. For each new job created at the casino. New London 
County realizes a total increase in employment of 2.23 jobs 
inclusive. 1 


1 This assumes that the additional job created at the casino 
serves customers outside Mew London County. In this case, this 
assumption appears reasonable because this new job is placed 
under 70 SIC, which for Hew London County, is primarily directed 
at nonlocal consumption needs. 

1 


i 




2. Ing<?a? Bf ts g tl. In.Hgy L<>nd<?n County 0»ing payroll data froa tha 
County Business Patterns and the 1987 Census of Governments, we 
find that the additional 1.23 jobs in New London County generates 
an annual income of $25,482 in 1990 dollars. In other words, the 
addition of one position at Foxwoods creates additional income of 
$25,482 per year in 1990 dollars for New London County beyond the 
annual income of the casino employee. 2 


3. 


liLCgirngfitteat. Excluding Hw-Londen County As 
a result of adding one additional employee to Foxwoods, the state 
of Connecticut, excluding New London County, realizes a gain in 
employment of 0.74 new jobs. 


4. CQnnsgttoq ft gKclgdlng -H gy.-fc9ndaa £s> ity The 

0. 74 new jobs in Connecticut, excluding New London County, 
generates annual income of $20,415 measured in 1990 dollars. This 
figure does not include income changes in New London County. 

Methodology 

In this part, the methodology employed is described. Bach question 
in examined in turn. 

1. Employments Effects in New London County Economic base analysis 
is used to address the questions what are the total employment 
effects of creating an additional job in New London County? To 
determine the total employment effects, we must first distinguish 
between employment that serves the consumption needs of the local 
economy — nonbasic employment — and employment that produces goods 
and services for nonlocal use — basic employment. If a basic job is 
newly created, then the total employment effects exceeds the one 


* This works out to an annual income of $20,717 per worker 
in 1990 dollars for New London county. This is above average when 
compared to the average income of all U.S. workers; the Economic 
Indicators reports an average annual (52 weeks) gross income of 
$17,958 in 1990 dollars for all U.S. workers. 


2 
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job because this net# basic job supports additional jobs io the 
local economy's nonbasic sector. The total employment effect is 
then the sum of the one basic job and the additional nonbasic jobs 
that are created as a result. 

Total employment effects of expanding operations at Foxwoods 
High Stakes Bingo 6 Casino are determined by an average 
requirements approach. Under the average requirements approach, the 
average of employment per capita in each industry is used to 
determine the number of jobs that are needed to service local 
consumption. Basic and nonbasic employment for Hew London County 
are then identified by comparing Hew London County per capita 
employment with the average of per capita employment in all 
Connecticut counties excluding New London county for each 
industrial classification reported. That is, if New London County 
has a high level of employment in a given industry compared with 
the average of Connecticut's remaining counties, then part of New 
London County's employment in this industry must service nonlocal 
needs as well as satisfying the needs of local consumers. On the 
other hand, should New London County have less than its share of 
employment, then local production is directed primarily at local 
needs • 

The comparison between local per capita employment and average 
per capita employment is done for both private employment and 
public employment. Private employment encompasses 101 two or three 
digit industry classification. Although disaggregation to the three 
digit level is preferable, this is not always possible because 
employment figures are not reported if a particular industry 
includes only a small number of firms, which is the case for 
Electric Boat. For this reason, manufacturing employment is 
reported as an aggregate figure. Public employment includes 11 
categories such as teachers at public schools and parks and 
recreation employees. 

Three points deserve further mention. First, armed services 
employment is excluded. We have not included military personnel 
because it seems inappropriate to assume that military employment 


3 





in Connecticut serves Connecticut residents alone* It would be more 
appropriate to include military personnel if the benchmark economy 
were the United States rather that the state of Connecticut* 
Second, the counties used to compute average requirements do not 
include counties that fail to report a particular industry or 
report only a range of employment* In such cases, employment may be 
zero or an industry may have only one main employer* Rather than 
assume zero employment or use some median value of the range, we 
chose to exclude these entries when computing average requirements* 
Third, this study uses per capita employment rather than employment 
relative to total employment in the local economy* The use of per 
capita figures does not assume that the demographic qualities of 
Connecticut's counties are uniform, and per capita data better 
portray local consumption needs* 

More formally, total employment in a local economy j, Bj , is 

the sum of total basic employment, B Jt and total nonbasic 
employment, Nj ; or The ratio of nonbasic to basic 
employment in economy j, kj*Nj/Bj, measures the number of additional 

local jobs supported as a result of creating one new basic job* 
Thus, the total employment effect, including the basic job, is just 
/cj+l* The ratio kj is calculated by determining the fraction of 

local employment needed to support local consumption, and the 
remaining (if any) that serves nonlocal needs. 

To determine kj , we begin by measuring total employment in 
industry i«l,***,n for County j»l,*,*,m denoted £ ia j* Per capita 
employment in industry i is e Jai «R ia j/pj where p j is the population 
of County j* Next, the average per capita employment for all 
counties excluding county j in industry i, B if is computed by 



This average per capita employment figure measures the per capita 


3 A list of all variables used in this study is shown on the 
last page. 
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employment need* to service local consumption needs. This 
calculation is done for all industries* 

Comparing e i j and Sj determines whether employment in industry 

i for County j exceeds employment needed to serve local 
consumption. That is, if then part of total local employment 

in industry i meets nonlocal demand as well as local demand. More 
formally, if e itj >6 A then nonbasic employment in industry i is 

( Pj ) , otherwise in which case only local needs are 

met. Similarly, basic employment in industry i is b It j*B itJ -D it jLf 
positive, otherwise b itJ * 0. Finally, kj is given by the expression 



For Mew London County, kj*l.23* 

2. Income Effects in New London County The total income effects 
realized in New London County include the one job created at 
Foxwoods High Stakes Bingo & Casino plus the annual incomes of the 
1.23 additional workers. The annual salaries of the 1.23 workers is 
of primary interest here. 

To compute this income, we begin by calculating the annual 
income per worker 4 in industry i for New London County, s ifi . The 

annual income per worker in each industry is weighted by the 
percentage of nonbasic employment in that industry relative to 
total nonbasic employment. This weighing scheme uses only nonbasic 
because the 1.23 new job are nonbasic, and serve only the one new 
(basic) job created at the casino. The annual income attributed to 


4 Income figures include salaries, wages, commissions, 
bonuses, vacation allowances, and the values of payments in kind 
(e.g. free food), also included are tips and gratuities. Finally, 
income data is before social security, income tax, etc. Note that 
this definition coincides with that used by the IRS on Form 941. 
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the creation of kj nonbaeic jobs is then given by 

<» 

In the caae of Hew London County, the income effect, excluding the 
new job at Foxwocda High Stakes Bingo & Casino, is $25,482 annually 
in 1990 dollars. 


3. Employment Effect, in 


Hew London Countv By 


creating jobs in Hew London County, the rest of the state of 
Connecticut also realises gains in employment due to the linkages 
between Hew London County and the rest of the state. The first step 
in determining the effects generated in Connecticut, excluding Hew 
London County, involves calculating imports for Hew London County 
that arise from the creation of 2.23 new jobs. He assume that the 
imports needs of Hew London County are met by the rest of the state 
of Connecticut. The amount of new employment in the rest of the 
state needed to meet the consumption needs of the new 2.23 workers 
in Hew London County is given by the expression 


■ 

JP max (0,4^ 


x2.33-(0.121) (2.23) *0.27 



which .tat., that 0.27 basic jobs in Connecticut, excluding New 
London County, are newly created a. a result of adding one job at 
Foxwoods High Stakes Bingo ft Casino (which, in total, creates 2.23 
new jobs in Hew London County). The intuition behind expression (4) 
is that where local per capita employment is not sufficient to 
aeet the needs of the local economy, this employment suit be 
imported (we have assueed that this imported employment coass froa 
the rest of the state of Connecticut). Thus, equation (4) Measures 
imported eaployasnt to New London County that arises as the result 
of creating a total of 2.23 new jobs in the local economy. This 
then corresponds to new (basic) jobs created in Connecticut, 
excluding Mew London County, attributed to changes in eaployasnt 
levels in the local economy (Mew London County). 


« 
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The second step involves computing the nonbasic to basic ratio 
for the rest of Connecticut, k r . Let 9 it j denotes the requirement 

that determines basic employment in industry i, that is • 

In other words , 9 itj represents the employment factor that 

calculates basic employment in county j, and assumes a value of 
employment per capita in county j or average employment per capita. 
To begin the second step, we note that the nonbasic to basic ratio 
for Mew London County, equation (2), can be rewritten as 




£l_ 


-l 



Solving expression (5) for yields 

(6) 

If we isolate Mew London County and the rest of Connecticut as the 
primary economies of concern, then the nonbasic to basic ratio for 
the rest of Connecticut is 



*r 


-1 



where p, and £ r are the population and total employment in 

Connecticut excluding Mew London County, respectively. Expression 
(7) is just the counterpart to expression (5) for the rest of 
Connecticut once we model Mew London County and the rest of 
Connecticut as interdependent economies. Alternatively, the ratio 
of nonbasic to basic employment for the rest of Connecticut can be 
derived by treating the rest of Connecticut as the local economy 
and New London County as the benchmark economy. Substituting (6) 
into (7) yields the nonbasic to basic ratio for the rest of 
Connecticut, that is, 


k . PjUj*!)*, .. (354,957) (1.23*1) (1,367,345) . ,, 

' PsBj <3,032,159) (94,678) 1 1,75 


( 8 ) 


The final step calculates the total employment effects in the 
rest of Connecticut , 

A* X -AB, (!«*,) «(0.27) (1*1.75) -0.74 
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A a a result of creating an additional job at Foxwoods High Stakes 
Bingo & Casino, the rest of the state of Connecticut enjoys an 
increase of 0*74 jobs** 

4* Incone Effects in Connecticut -Excluding Jlew London County The 
income effect for the rest of the state is determined by first 
calculating the average private annual income for Connecticut 
excluding Hew London County, and then multiplying this figure by 
the 0*74 jobs. 4 In 1990 dollars, we find that Connecticut, 
excluding Hew London County, realizes an increase in annual income 
of $20,415. 


s Assuming that all imported employment to Hew London County 
comes from the rest of Connecticut, appears at first glance to 
arrive at an overly optimistic estimate of employment growth in 
the rest of the state* This estimate, however, may not overstate 
employment growth in the rest of Connecticut* If, say, Rhode 
Island provides the extra employment needs of New London County 
then the state of Connecticut may still experience job growth* 
Even if labor is imported from Rhode Island, if Rhode Island in 
turn imports labor from Connecticut, then Connecticut may 
experience a comparable amount of job growth in any case. 

4 The average private annual income calculation is from the 
1990 County Business Patterns* 


8 
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Variable List 


Bj m total employment in county j 

B iti m employment in industry i for county j, where Bj*^B itj 

Bj m total basic employment in county j 

b if j m basic employment in industry i for county j, where 

Nj m total nonbasic employment in county j 

nonbasic employment in industry i for county j, where 

N J m ]£ 

per capita employment in industry i for county j, 
i«e», B it j /pj 

average per capita employment in Connecticut counties 

excluding New London County, see equation (1) 

9 itj m employment per capita figure that is used to calculate 

basic employment in industry i for county j 
Pj m population of county j 

kj~ ratio of total nonbasic to total basic employment in 
county j, see equation (2) 

annual income per worker in industry i for county j 
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APPENDIX 

What if only part of a given change in employment under 
study is basic? Suppose (for instance) that only 90 percent of 
Foxwoods Casino customers come from outside New London County* 

The effect would be to reduce the effective size of the economic- 
base multiplier, which translates a given change in basic 
employment into the attendant change in non-baslc employment. 

What is the size of the reduction? 

From equation (2) above, the estimated multiplier (k) for a 
given area is equal to the ratio of non- basic (N) to basic 
employment (B)s 

k - N/B. (1A) 

Rewriting this, non-basic employment is equal to the multiplier 
times basic employments 

N - kB . (2A) 

In the present study, we are interested in the total 
increase in employment in New London County resulting from an 
increase in hiring at Foxwoods. The logic of economic base 
analysis requires that the former increase equal the latter 
increase multiplied by the multiplier. That is, the ratio of 
non-basic to basic employment after the changes should be the 
same as it was before they occurred. Thus, we have (denoting 
changes by prefixing d to the variable)! 

k - dN/dB (3A) 

Rewriting (3A) gives 

dN - kdB . (4A) 

In the present case, an increase in Foxwoods employment 
(call it dF) consists of two components, one basic (dF fc ) and the 
other non-basic (dF,)! 

dF » dF k + dF # (SA) 

- adF + (1 - a)dF , 

where a is the average proportion of Foxwoods workers who serve 
customers from outside New London County. 

10 
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The new casino employment will generate additional non-baaic 
jobs in the county, bom at the casino itself (dF a ) and others 
outside it — call them dH # — as a result of the new basic 
Foxwoods jobst 

dN # - kdF> . (6A) 

From ( 4 A ) , we have 

dH - kdfi - dF a ♦ dH # • ( 7A) 


Rewriting (7A), 


dH # ■ kdB - dF B « 

- kadF - (l-a)dF 

- [ka - (1 - a) JdF 

- (ka - 1 + a)dF 
• (a(k+l) - 1 JdF 


(8A) 


Thus, the special "Foxwoods multiplier", k', that translates an 
increase in casino employment into new non-basic employment 
outside the casino is equal to 

k' « dH 0 /dF - a(k + 1) - 1 . (9A) 

This special multiplier is increasing in a (the proportion of 
Foxwoods employment that is basic) and thus decreasing in (1 - 
a)t The higher the proportion of non-basic workers at the casino, 
the smaller will be the multiplier k'. 

The total effect on employment of a given increase in 
Foxwoods hiring, given a, consists of three partes 

(i) the non-basic jobs at the casino; 

(ii) the basic jobs there; and 

(iii) the non-basic jobs elsewhere created as a result 

of those basic jobs. 

Thus, 

dH - dF a ♦ dF k ♦ dH. . (10A) 


But we have shown that the last two terms on the right are equal 
to k'dF • Bence, 

dH - dF. + k'dF (11A) 

- dF. ♦ (a(k ♦ 1) - 1 JdF . 


11 
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To illustrate, suppose that 900 of every 1,000 new Foxwoods 
employees serve customers from outside New London County; the 
rest serve county residents who come to the casino. The 900 
would be "basic,” and the remaining 100 "non-basic," employees. 
Therefore, a ■ 0.9 and (1 - a) ■ 0.1 . We found that k ■ 1.23 • 
For dF ■ 1,000 and dF, ■ 100, from (11A) we see that 

dN - 100 ♦ [0.9(2. 23)-l)l / 000 
- 100 + (1.007)1,000 


- 1,107 new non-basic jobs. 

Thus, the total employment increase is dN ♦ dP fc ■ 2.007 new jobs. 
Checking this result against (10A), dF B - 




lot 

900 
cDf - 1.007 
1*111 


dP, - 
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Consider ft population of P Individuals in a society. Assume that Y of these P individuals are 
of working age and are potentially employable. The remaining R ■ P-Y individuals are children, old 
people, or disabled and are not eligible for employment. Among the Y people eligible for employment 
some will decide to seek employment and participate In the labor force; others will not took for 
employment. Suppose that L persons participate in the labor force and N *Y-L stay out of the 
labor force, there are E <L jobs available. Thus, E persons are employed and U people 

are unemployed. Those who are unemployed either depend on welfare or are self-supporting living on 
personal wealth. Let W x be the numbers of persons who live on welfare while looking for employment. 
Similarly S x is the number of unemployed persons who are self-supporting. Of the N working age 
people not in the labor force S 2 are self-supporting and N, are on welfare. 

Finally, out of the R people not eligible for employment W i survive on welfare and S, 
are either self-supporting or supported by others not on welfare, thus, the total number of persons on 
welfare is W * N, ♦ w 2 ♦ N, . Similarly, the number of persons who are neither currently employed nor 
on welfare is S »S,+S 2 +S,. The tree diagrtai in Figure 1 shows the division of the population into 
the various categories defined above. 

It is possible to specify a relation 

W *f(P,E,r) 

where r is the welfare payment per recipient and the other variables are as defined above. We discuss 
below the marginal effect of a change in each of the three independent variables on the number of welfare 
recipients. 

Consider, first, an increase in population (P) holding employment (£) constant. Then 
the extra person must be one among the (C/+N + P) people not currently employed. The probability 
that this person will be on welfare is 



The marginal effect of an increase in P on W is w, > 0 . 

Next consider an increase in employment (£) due to an increase in the number of available 
jobs. If everything else remained unchanged, the new job employs a person currently unemployed but 

2 
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looking for a job. This person could be either self-supporting or currently on welfare. If the person is 
actually currently on welfare, the new job reduces the number of welfare recipients by one. The 
probability that the person is betag taken off the welfare rolls is 



Finally consider an increase in the amount of welfare payment. Assuming that the change does 
not exceed average non-labor income. Heoce, it does not become worthwhile to surrender one’s property 
income and become eligible for welfare. 

An increase in welfare payments would alter the labor force participation decision for some 
people. This affects the distribution of working sge persons (T) between participants (L) and 
non-participants (N) . If a person moves out of L to N, (s)be could currently be either in 
B or in (/. When the person makes a transition from B to If the person would add to S t 
This is because the individual’s non-labor income has not changed. Heoce, if (s)be decided to work 
before, an increase in welfare payment is not going to induce this individual to switch from employment 
to move out of labor force but stay self-supporting. As (s)be adds to 9f jr total welfare dependence 
(If) would increase. We continue to assume here that the number of jobs available has not changed. 
Heoce, if an employed person quits, some one out of the currently unemployed people still in the labor 
force would take the vacant job. If this newly employed person is currently self-supporting (one from 
S|) there is oo effect on W. If, oa the other hand, the person is currently on welfare, transition 

from to B would reduce welfare case load. It is possible, however, that a person previously 
looking for a job while surviving on welfare may now decide to drop out of the labor force and decide 
to stay on welfare after an increase in welfare payment. Thus, the probability that a person filling that 
newly vacant position would move out of welfare is even leu than w, defined earlier. In any case, an 
increase in welfare payment Increases case load ceteris paribus. 

An lodirect effect of such increase in welfare dependence b that some people in the 5, category 
(e.g., dependent children of workers) automatically move to the Af } category when their providers 
move out of employed status and become welfare dependent. Hence, the total effect of an increase in 
welfare payment would be even greater than what b measured by the direct impact. 

Figures 2a-2b illustrate the labor force participation decision of a person currently unemployed 
and surviviig on noo^abor(ooo-wclfore)incocDe. The horizontal axis measures the individual’s leisure (x) 
and the vertical axis measure s composite consumption good (y ) . Let x 0 show the endowment 
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of lime and x 0 y 0 shows the person's non-labor income. The line ar 0 y 0 is the person's 'budget 
line*, the slope of which corresponds to the wage rate. In figure 2a the point P m corresponding to the 
tangency of this budget line with one of the indifference curves of the individual is the optimal point. The 
indifference curve through P t is higher than the indifference curve through y 0 . Hence, the 
individual would be better off working rather than dropping out of the labor force and living on non-labor 
non-welfare income. 

Now if this person is not able to find a job, the individual will be force to move to fot point 
y 0 as the next best alternative; but (s)he would continue to look for employment. Assume that the 
amount of welfare payment is x 0 d 0 <x 0 y 0 and that people with independent income ire not eligible 
for welfare. The individual is clearly better off as self supporting rather than as a welfare recipient with 
not other non-labor income. 

In Figure 2b, the individual's indifference curve through y 0 is higher than the one tangent to 
the 'budget line* at P k . This person is better off staying out of the labor force and remaining self- 
supporting on non-labor income. 

The individual considered in Figures 3a-3b has no non-labor income and has to either work or 
survive on welfare. The point d 0 on the vertical line x 0 d 0 shows the individual's consumption of 
leisure and the consumption good when on welfare. Note that the individual becomes ineligible for 
welfare if the person has a job. Hence the person's 'budget line* is XqZ 0 . In figure 3a the tangency 
point Pj corresponds to a higher indifference curve than the one through the point d 0 . Hence, the 
person would be better off by working by than remaining on welfare. If the person fails to get a job, 
($)he would stay on welfare at the point d 0 but would continue to look for a job and remain in the 
labor force. 

In Figure 3b, on the other hand, the indifference curve through d 0 is higher than the one at 
the point of tangency P». Thus, this person would decide to remain on welfare and not look for a job. 
Tbis person is out of the labor force. 

Now suppose that the welfare payment (while still less than x 0 y 0 ) increased to x 0 d, . 
Clearly, the optimal choice of a person shown in figure 2a or 2b would not be affected by this change. 
Further, a person shown in figure 3b would have all the more reason to continue to stay out of foe labor 
force and live on welfare. In figure 3c, however, we find a person, who would find that the consumption 
bundle at <f , corresponding to foe increased welfare payment is superior to foe previous optimal bundle 
P € , which was better than foe bundle d 0 corresponding to foe previous lower rate of welfare 
payment, if this person was already employed, (s)he would drop out of foe labor force and decided to 
live on welfare. If the person was unemployed and searching for a job, the individual will drop out of 
foe labor force and would stay on welfare permanently. 


4 
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When an employed person quits, the vacant job would be filled by some one currently 
unemployed but looking for a job. However, as explained above, 5, has remained unchanged while Vf x 
has declined (because some people have moved from W x to W 7 ) . Hence, the probability that this 
job would take some person off welfare has become lower. Overall, the effect of an increase in welfare 
payment is to put more working age people on welfare. Other persons (children and elderly) dependent 
on these people would also become welfare dependent. 

The Empirical Findings: 

We specified the model: 

CAS*, • fi 0 + fi l POP i + fi 2 BMP i + (t $ PHT i +€ i9 


where 

CAS* * number of AFDC payment recipients, 

POP - population in year i or state 1 • , 

BMP ■ number of persons employed, 

PMT - average payment per recipient per month in year or state i . 

The model was first estimated using annual time series data for the entire United States covering the years 
1960-87. The resulting regression (corrected for first order autocorrelation) is reported in Table 1. The 
payment variable was deflated by the consumer price index to adjust for inflation. 

The estimated regression corrected for a first order autocorrelation of 0.66 shows a reasonable 
goodness-of-fit and all the coefficients are both of the right sign and statistically significant. The 
coefficient of POP implies that for every 100 unit increase in population bolding employment and 
other variables constant, total AFDC case load would increase by about 241 additional recipients. 
Similarly, 1000 additional jobs would reduce AFDC cases loads by 192 persons. For $1 increase In real 
welfare payments per person per month total case loads would increase by 7,212 thousand people nation- 
wide. 

Separate regressions were also run with cross section data for the years 1987, 1988, and 1989. 
In each of these regression, the 50 states along with Washington DC were the units of observation. The 
year-specific regressions used welfare payments in current (rather than constant) dollars as the relevant 
explanatory variable. The results are reported in Tables 2-4. Several interesting points should be noted. 
First, the coefficient of employment in the cross section regressions is higher than what was found in the 


5 



423 


time series regression. This agrees with the general view that cross section dau reveal long run effects 
while short run effects are found from time series data. Second, the coefficient of BMP is smaller in 
absolute value in 1988 and 1989 than in 1987. Moreover, it is not quite so significant in the later years . 
It may be recalled that the unemployment rate was lower in 1987 than in 1988 or 1989. When U 
increases, its break down into S t and Yf x may change. If relatively more of the unemployed people 
are self-supporting, the probability that a vacant job is filled by a person previously on welfare becomes 
lower. Of course, when the data for 1988 and 1989 are pooled together, the coefficient of employment 
becomes significant although smaller in absolute value than in the 1987 regression. 

The population variable also had the anticipated positive sign and was significant in every 
regression. The measured marginal effect of an increase in the population by 1,000 would be between 
1 IS and 173 more persons on welfare (judging by the cross section regressions). The time series model 
implies 241 more persons on welfare. 

Finally, all regressions show that as welfare payments rise, welfare dependence also rises. The 
estimated coefficient from cross section regressions range between 975 and 1386. The large coefficient 
value (7212) from the time series regression actually shows the magnitude of nation-wide increase and 
should, in fact, be scaled by a factor of 50 when comparing with the state-level effect measured from the 
cross section regressions. 

Practical Implication 

The Fox wood High Stakes Bingo and Casino envisages creating 9,500 new full-time jobs. The 
various regressions reported in this paper show that 1,000 new jobs would reduce AFDC dependence by 
somewhere between 131 and 260 persons. Payment per recipient per month in Connecticut was around 
$200.00 in 1989. Even the low estimate would imply a reduction of $2,986 millions in AFDC payment 
over a year. The actual saving would be even more if the current rates of payment are higher than the 
$200.00 per person per month rate assumed in these calculations. 

Finally, this study focussed only on AFDC payments. Changes in employment also affects other 
kinds on welfare payment like unemployment insurance, supplement security income, food stamps and 
so on. When all these are accounted for the overall impact would be considerably greater in magnitude. 
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Table 1: RegreaskM with Time Series Data (194047) 
Dependent Variable: CASE 


independent 

variable 

coefficient 

V ratio 

POP 

0.2413 

3.84 

EMP 

4.1921 

-2.14 

PMT(rcal) 

7212.3250 

4.11 

Intercept 

•20380.5668 

-7.39 

P 

0.6653 


R 1 

0.8483 









Table 2: Regression with State-Level Cron Section Data (1197) 


Dependent Variable: CASE 


independent 

variable 

coefficient 

V ratio 

POP 

0. 1733 

3.31 

EMP 

-0.2600 

-2.29 

PMT(current) 

1385.97 

3.77 

Intercept 

r 

-196.557 

-4.55 

J? 2 

0.9176 
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Table 3: Regression with State-Level Cross Section Data (1988) 


Dependent Variable: CASE 


independent 

variable 

coefficient 

V ratio 1 

POP 

0.1151 

2.63 | 

EMP 

-0.1312 

-1.42 I 

PMT(current) 

975.57 

3.05 I 

Intercept 

-156.870 

-4.07 I 

*’ 

0.9222 

1 


-k-i 




n 
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Table 4: Regression with State- Level Cross Section Data (1989) 
Dependent Variable: CASE 


independent 

variable 

coefficient 

’t’ ratio 

POP 

0. 1435 

2.79 

EMP 

-0.1914 

-1.75 

PMT(current) 

995.116 

3.30 

Intercept 

-159.435 

-4.38 

R 2 

0.9322 

! 
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ble 5: Regression with State-Level Cross Section Data (1988-89) 


Dependent Variable: CASE 

independent 

variable 

coefficient 

* 

Y ratio 

i 

POP 

0.1260 

3.95 

EMP 

-0.1544 

-2.28 

PMT(current) 

986.599 

4.63 

Intercept 

-157.542 

-6.12 

* * 

R\ 

0.9272 

- 
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JOHN M. CLAPP 
Biographical Sketch 


John M. Clapp, Professor in die Department of Finance, University of Connecticut, 
teaches real estate market analysis and other courses related to real estate and finance. He 
started r^htng real estate at die University of California at Los Angeles in 1974. He has 
worked with the Brookings Institution, The Lincoln Institute of Land Policy, the U.S. General 
Accounting Office, Citibank, The California Department of Savings A Loan, liberty Savings 
A Loan, Peoples Bank and Society for Savings. His work for these organizations was on the 
location of office buildings, office market analysis, cycles in regional employment growth, the 
appraisal of special purpose properties, mortgage underwriting and the design of adjustable rate 
mortgages. 

In 1987-88, Professor Clapp was director of a task force formed by the Office of Policy 
and Management, State of Connecticut His team of seven professionals and two support 
persons evaluated Connecticut’s system of property tax equalization across the 169 towns. The 
task force proposed and helped imp lement numerous options for executive and legislative 
changes in the design of tax equalization. Aa part of this process, Professor Clapp built and 
analyzed an extensive data base — tnrhuHi^ employment population, housing, and real estate 
price indices — for each of the 169 towns in Connecticut. His continuing work on real estate 
price indices has been cited in the New York Tima, The Hartford Courani, The Commercial 
Register, and other publications. 

Professor Ciapp has published extensively in the Journal of Regional Science, The 
AREUEA Journal, the Journal of Urban Economics, The Quarterly Journal of Economics, The 
Journal of the American Statistical Association, and other journals. He is on the editorial boards 
of the AREUEA Journal, The Journal of Real Estate Finance and Economics and the Journal of 
Regional Science. In 1987 be published the Handbook for Real Estate Market Analysis with 
Prentice Hall. He is a graduate of Harvard College (BA with high honors in Economics) and 
Columbia University (M. Phil, and Ph.D.). In 1993, be was selected as a fellow of the Homer 
Hoyt Institute, Weimer School for Advanced Studies. 
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BIOGRAPHICAL SKETCH 
September 19, 1993 


Dennis Heffky U a graduate of Stanford University (B.A.) and the University of 
California at Santa Barbara (KLA., Phi).). Since 1973, be has taught in tbe Department of 
Economics at the University of Connecticut, where be is a Professor of Economics. An 
active member of American Economic Association, Eastern Bcooomic Association, 
Western Boooo ml c Association and the Regional Science A s socia ti o n , Pr o fe ss or Henley's 
research has spanned a range of topics in applied microeconomics, especially in tbe fidds 
of urban and regional economics and health economics. Much of this wort has involved 
the use of multi-sector models to study specific policy-related questions. His recent 
research has focused on: the effects of aooing, tent control or other housing-related policies 
on the structure of urban areas; the problem of allocating public resources to infrastructure 
and human resource development; tbe problem of achieving an efficient market structure in 
health care; and the restruct u ring of health insurance to provide incentives for cost 
containment and healthier lifestyles. Professor Heffiey*s r esearch has ap pe a red in tbe 
Journal of Urban Economics, Regional Science A Urban Economics, Journal of Regional 
Science, Papers In Regional Science, Journal of Real Estate Finance A Economics, 
Journal of Comparative Economics, Journal of Health Economics, Social Science A 
Medicine, and Economet ric a, among others. 
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September 1993 


Subhash C. Rav has been Professor of Economics at the 
University of Connecticut since 1992 • Before coming to Connecticut 
in 1982 as assistant professor, he was a Lecturer for one year at 
the University of California at Santa Barbara, following completion 
of his economics Ph.D. degree in 1980* Professor Ray had a full 
career in India before beginning his Ph.D. work at UCSB in 1977. 
He received his B.A. (with Honours in Econoodcs) from Presidency 
College, Calcutta (1962). He earned an If .A. from Calcutta 
University in 1964, and then taught as Lecturer (equivalent to 
assistant professor in the U.8.) in economics at the University of 
Kalyani, West Bengal. In 1972, he took a leave to pursue a 
doctorate in management at the Indian Institute of Management, 
Calcutta, one of the top two management schools in India. 
Following completion of that degree in 1976, Professor Ray joined 
the Management Development Institute of Bharat Heavy Electricals 
Ltd., one of India's largest public-sector companies, where he 
taught management courses to executives and participated in the 
Executive Development Program. 

While completing his Ph.D. work at UCSB, Dr. Ray taught 
courses in mathematical programming, time series analysis, and 
economic theory, at the graduate as well as the undergraduate 
level. Be also participated in a major United Nations project on 
health care in Costa Rica and Guatemala, applying the then-newly- 
minted method of Data Envelopment Analysis, and in several projects 
on forecasting crime rates in California. 

At Connecticut, Professor Ray teaches graduate courses in 
econometrics, microeconomic theory, and time series modelling. His 
primary research areas are time series analysis and the 
statistical measurement of production efficiency. He has published 
article, (inter alia) in Management Science . the Journal of 

Productivity- . AnnlYglt> the Bmgpean Journal of Operational 

B£ttA££hr the American Journa l of Agricultural Economic. , the 
Journal of - HonOYt Crgd l t and Banking > the Journal o f Forecasting . 
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the International Journal of Forecaatinq, and the Oxford Bulletin 
of Economics and S tatistics. Dr. Ray hae presented papers at 
numerous national and international conferences, including the 
World Econometric Congresa (Barcelona, 1990), and the European 
Heatings of the Operational Research Society (Aachen, 1991, and 
Helsinki, 1992). He will give a paper at the forthcoming European 
Productivity Workshop at the Center for Operations Research and 
Economics (CORE) (Louvain, October 1993). Professor Ray has also 
collaborated on several economic-impact studies (of the Oniversity 
of Connecticut, the Sikorsky Memorial Airport, and the Foxwoods 
High Stakes Bingo ft Casino), and in an econometric analysis of 
markets for municipal solid waste. 
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Jon Vilasuso received his BA degree in economics from Georgia Stale University in 1988 
and a MA in economics at the University of Connecticut in 1990. He is currently a Phd 
Candidate in economics at the University of Connecticut He is a member of Phi Kappa Phi and 
the Golden Key Honor societies. He has received numerous academic awards including die 
Abraham PJbicoff Award, the Mortar Board Award, and the Wall Street Journal Achievement 
Award in Economics. 

He has worked as a consultant on several different projects. He has prepared an economic 
base analysis study for the proposed Sikorsky Airport expansion. Other consulting work includes 
the economic impact of the Lisbon Recycling Plant and computations of hedonic wages for expert 
testimony. He also completed work on the economic effects of product liability law on small 
businesses. 

His research interests include macroeconomic policy, monetary economics, financial 
economics, and exchange rate determination. He is the author of "Comparing U.S. GNP Volatility 
Across Exchange Rate Regimes" which is forthcoming in the Journal of MocixHConomk * . 
Current working papers include "Labor Market Heterogeneity and Unemployment Dynamics," 
"The Problem with Interim Employment," "The Agency and Transaction Cost Determinants of 
Corporate Finance,” and "Temporal Aggregation, Systematic Sampling, and the Money*Output 
Relationship.” He is active in professional associations and has been a presenter at the Eastern 
Economic Association Annual meeting and served as a discussant at the American Economic 
Association Annual meetings. 

He has taught courses at die University of Connecticut and is currently a guest lecturer 
at Trinity College. 
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Arthur W. Wright has been Professor of Economics at the Univer- 
sity of Connecticut since 1979; he was Bead of the Department frosi 
1979 to 1989 . Before Connecticut, he taught economics at Purdue Uni- 
versity, the University of Massachusetts at Amherst, and Oberlin Col- 
lege. Be has also held research and visiting positions at Yale Uni- 
versity, the University of Michigan, and MIT. Dr. Wright's B.A. is 
from Baverford College, and his Ph.D. is from MIT. Bis main research 
and teaching interests are in industrial organisation, market analy- 
sis, economic regulation, and law-and-econosdcs • A major research 
focus from the 1960s through the 1980s was energy markets and policy 
(especially oil and gas), not only in the United States but also in 
Canada, the USSR, Europe, and Japan. Dr. Wright has also mitten in 
public finance (particularly on the percentage depletion allowance and 
foreign tax credits applied to energy producers), and since 1970 he 
has served on the Board of Directors of Tax Analysts, Washington, 

D.C., publishers of the weekly journal Tax Motes and other tax publi- 
cations (print and electronic). Bis recent research has focused on 
product liability (with special attention to small business) and com- 
parative discovery rules in state courts. Bis writings have appeared 
(inter alia) in the American Economic Review, the National Tax Jour - 
Hfil, fond. .Economist > Growth and Chance , the Energy Journal and the 
Journal of Products Liability , as mil as in numerous book collec- 
tions. Dr. Wright has received numerous fellowships and grants, and 
he has extensive consulting experience with a wide variety of clients. 
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including corporations, snail businesses, labor organisations, govern- 
ments, and attorneys. He has led an econometric study of municipal 
solid-waste markets, and also several economic-impact studies, for the 
University of Connecticut, Sikorsky Memorial Airport (Stratford, CT) , 
and Poxwoods High Stakes Bingo 6 Casino (Ledyard, CT). 
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Mr. Abercrombie. Lieutenant Colonel, did you have a com- 
mentary you would like to make? 

Mr. Root. No, sir. 

Mr. Abercrombie. In conjunction with — you do not? 

Mr. Root. There is one thing I would like to say, and that is 
with respect to some of the comments I heard earlier today. The 
Connecticut State Police do the background investigations for all 
prospective employees at the casino as well as all the vendors. 

We take a great deal of time and put a lot of resources into those 
background investigations. We work very closely with the Departr 
ment of Special Revenue and with the Tribal Gaming Commission. 

To my knowledge, we have no serious organized crime problem 
at that casino, and as far as 1 am concerned we never will as long 
as we continue to operate in the cooperative arrangement that we 
currently have. Thank you. 

Mr. Abercrombie. Mr. Brown, you can comment as you will, 
Colonel, the testimony or perhaps more accurately the commentary 
that was made by Mr. Trump brought Connecticut into the con- 
versation at several points. You have addressed it, in some re- 
spects, but in others, I would like to question you a little bit fur- 
trier. 

Mr. Brown. Please. 

Mr. Abercrombie. The indication was that there was no dis- 
tribution of funds, that it was the money that was made or profits 
that were made were simply divided among a small number of indi- 
viduals. I take it from your testimony that is not accurate? 

Mr. Brown. That is totally false. That is totally false. 

Mr. Abercrombie. Could you describe the regulation or the law 
or administrative rules under which money that is net profit is dis- 
tributed. 

Mr. Brown. Net profit is maintained by the enterprise and dis- 
tributed in accordance with the instructions of the tribal council, 
which is the governing body of the tribe. Up until this point, the 
majority, probably 80 percent of the net profit has been used by the 
tribe to pay for the earlier construction and to pay for the contin- 
ued expansion, which has been going on since we started construc- 
tion in June of 1991. So, probably, 75 percent of the profits have 
gone back into the development of the facility and paying off the 
construction costs. By the time we finish our expansion 

Mr. Abercrombie. Those construction companies, those contracts 
are all issued to contractors in the State of Connecticut and adjoin- 
ing States and communities? 

Mr. Brown. Oh, that is correct, that is correct. By the time we 
finish our expansion, which will be completed by November 15th of 
this year, we will have $300 million into the ground. That is five 
gaming areas, two hotels, an entertainment complex, three res- 
taurants, a health club, a showroom, a cinematropolis ride, and we 
will probably be able to pay off that development during fiscal year 
1995. 

Mr. Abercrombie. Is your casino and its operations oziganized, 
union organized? 

Mr. Brown. It is not. 

Mr. Abercrombie. Is there an organizational attempt being 
made? 
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Mr. Brown. There has been. 

Mr. Abercrombie. Has there been a vote yet? 

Mr. Brown. The tribe has not cooperated. 

Mr. Abercrombie. I beg your paraon? 

Mr. Brown. The tribe nas not cooperated and will not allow so- 
licitation for union support upon the reservation. 

Mr. Abercrombie. So there is no union activity that would be al- 
lowed? 

Mr. Brown. There is an~employee group council, which is a 
group of 558 employee representatives, that are elected by the em- 
ployees, that deal with management on issues of benefits and sala- 
ries and discipline. 

Mr. Abercrombie. What is the arrangement, the legal arrange.- 
ment with respect to the distribution of profits? Is that, could it he 
distributed to individual members of the tribe? 

Mr. Brown. It could at times, if the tribe chose to do so. 

Mr. Abercrombie. Would those funds, if they were distributed, 
then be taxable? 

Mr. Brown. Yes. 

Mr. Abercrombie. Were taxes paid on the construction, that is 
to say, appropriate excise taxes, et cetera? 

Mr. Brown. No, it was not, because the tribe took the profits 
from the gaming enterprise and paid it to the contractors who had 
built the building or paid off existing loans. We started with a $60 
million loan. 

Mr. Abercrombie. What I meant by taxes is if there were, say, 
excise taxes in the State of Connecticut with respect to projects or 
something of that nature, they would be paid; would they not? 

Mr. Brown. I don't know. We have a tribal attorney with me. We 
pay the taxes we collect from the State of Connecticut in the oper- 
ation of the facility, liquor taxes, excise taxes. 

Mr. Abercrombie. The question has to do with most contracts 
when they are executed, taxes are paid to the State or to the coun- 
ties or to whoever it might be. I presume that the companies re- 
ceiving the contracts paid all the appropriate taxes? 

Mr. Brown. The companies paid all the appropriate taxes; that 
is correct. 

Mr. Abercrombie. Yes, the tribal entity is a501(cX3). 

Mr. Brown. Oh, yes, it is. 

Mr. Abercrombie. I am saying, even the companies receiving the 
contracts don’t receive any of those benefits, they are private con- 
tractors? 

Mr. Brown. Oh, no, they pay tax on anything that we give them 
in payment for their services, goods and services. 

Mr. Abercrombie. Has there ever been a question raised as to 
whether or not under the terms and conditions of the gaming law 
that the tribe has a right not to cooperate? I am not quite sure of 
your answer with respect to unionization of employees. 

Mr. Brown. The tribe has taken the position that the NLRB does 
not apply on the reservation. 

Mr. Abercrombie. I see. If this law was amended to include the 
NLRB had jurisdiction over reservations, I presume that 

Mr. Brown. We would comply in evexy respect. 

Mr. Abercrombie. You will comply in every respect, okay. 



Colonel, allegations were made here earlier today that there 
would be an explosion of scandal, that there was no way to avoid 
that. I don’t recall specifically whether an allegation was made 
with respect to what would happen in Connecticut, but I wonder 
if you could amplify a little bit more on your position with respect 
to the likelihood of organized criminal activity being able to take 
place at this or any other facility with which the State police has 
authority and jurisdiction. 

Mr. Root. Well, I can only speak for within the State of Con- 
necticut. But I think that within the State of Connecticut, the way 
we are structured and the way we are organized at the existing ca- 
sino, and the way we would organize at any future casinos were 
they to exist, I don’t believe that is a reality. I think th«*t we have 
very good controls with the process that we currently use, and I 
think that it would keep us clean. 

Mr. Abercrombie. Have you ever had any opposition to any re- 
quirement that you have suggested to Mr. Brown or his associates 
or to the tribe? 

Mr. Root. No, sir. We have had a very cooperative agreement 
and arrangement with them. 

Mr. Abercrombie. They abide by the rules that you set with re- 
spect to how employees are hired or what kind of background 
checks you are going to do? 

Mr. Root. Well, the background checks were predetermined at 
the time that the compact was put together, and we have estab- 
lished formats that we follow on various levels of employment at 
the casino. We are in total agreement there, along with the Depart- 
ment of Special Revenue. 

Mr. Abercrombie. Have you or anyone associated with you, to 
your knowledge, ever experienced any pressure or had any discus- 
sions that you thought would compromise you in any way with re- 
spect to law enforcement as you saw your duty? 

Mr. Root. You mean concerning the casino? 

Mr. Abercrombie. Yes. 

Mr. Root. No, none whatsoever. 

Mr. Abercrombie. Have you ever suggested changes in the way 
you felt was necessary to conduct proper law enforcement that 
were rejected? 

Mr. Root. Well, I was involved at the beginning when we were 
putting the operation together, so yes, I did make suggestions at 
that time, not so much changes, but the way we should go. And 
since that time, changes have been suggested and implemented by 
the various members of the staff that actually served at the casino. 

Mr. Abercrombie. Are you entirely satisfied as a law officer that 
the terms and conditions under which you operate are in the best 
interests of the citizens of Connecticut with respect to law enforce- 
ment and the prevention of organized crime or individual crime, for 
that matter, taking place in the casinos? 

Mr. Root. Yes, sir, I am. 

Mr. Abercrombie. Okqy. Thank you. 

Mr. Abercrombie. Mr. Johnson, and Chief Powell. You are the 
caboose on this train. 

Chief Powell. The last car. 



Mr. Abercrombie. Some mention was made of Minnesota also in 
previous testimony, in a somewhat pejorative vein, I think is a fair 
characterization. I don’t know how you heard the testimony, but 
that is the way I heard it or read it. 

It may not have been stated, but I have the advantage of having 
all the testimony in front of me. So I will ask you to, if you will, 
summarize your testimony. In the course of it, if you or Chief Pow- 
ell would like to comment on any previous testimony, please feel 
free to do so. 


STATEMENT OF F. WILLIAM JOHNSON 

Mr. Johnson. Thank you ; Mr. Chairman. 

I thank you for this opportunity to discuss security issues at In- 
dian casinos. We welcome your interest. We welcome your inquir- 
ies, as security is crucial to maintaining tribal government gaming 
as a powerful tool for self-sufficiency that it has become. 

I am Bill Johnson, President of Little Six, Inc., which is a tribally 
chartered corporation of the Mdewakanton Sioux community. Little 
Six operates the Mystic Lake entertainment complex which re- 
cently has become the largest Indian-owned, Indian-operated and 
Indian-managed casino in the country. 

We are proud to say that our entire board of directors and our 
senior management team are Native American. I am an enrolled 
member of the Turtle Mountair Band of Chippewa Indians in 
North Dakota, and I have been CEO at Little Six for the last three 
years. Prior to joining Little Six, I had a 25-year career in commer- 
cial banking, serving as a division vice president at some of the 
larger banks in the upper Midwest and also as president of a cou- 
ple of community banks. 

At Little Six, we take security surveillance and internal controls 
very seriously. Our goal is to protect both the public who are our 
customers and the Mdewakanton Dakota community who are our 
stockholders. We feel we are, one, if not the most technologically 
advanced casino in the world, you will find that our security and 
our surveillance systems match or exceed any system that you will 
find in Nevada or Atlantic City. 

I would like to give you a few specific examples of steps we have 
taken to protect public interest and tribal interest in tnree areas: 
security, surveillance and internal controls. 

I will limit my comments because of the interest of time, but ask 
that they be entered in the record. 

Mr. Abercrombie. It will be. 

Thank you. 

Mr. Johnson. First, security. Our security director works veiy 
closely with local and State law enforcement and with the security 
directors of the 15 other Indian-owned casinos in Minnesota to ex- 
change information and cooperate in prosecution. In fact, just re- 
cently, all 15 security directors are aware of a robbery incident at 
an Indian casino on the Leech Lake Reservation. Because of the 
strong security programs they had in place, the Leech Lake secu- 
rity people have a full tape accounting of this incident and feel that 
it will undoubtedly lead to a successful and very successful appre- 
hension and conviction. 
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At Mystic Lake, 50 security guards are located strategically 
throughout the floor at all times. They are centrally dispatched 
through our video monitoring and radio system to immediately re- 
spond to any problem. We guard against employee theft and are 
currently testing a new electronic system that embeds magnetic 
elements in chips so that an employee leaving the blackjack pit 
area with chips would set off a detector. 

In addition, we work very hard to hire people of integrity. We co- 
operate with the State and the Federal gaming commissions on 
background checks. In fact, we have sophisticated electronic finger- 
print reading and transmission equipment that sends fingerprints 
instantly to Washington. Not even the Minnesota State Govern- 
ment has that capability yet. 

The second critical area is surveillance. We have a state-of-the- 
art electronic surveillance system tied into our electronic card ac- 
cess system that allows us to monitor events, movement, and trans- 
actions from all over the casino through a central control room. 

There is not a better system in any casino. Our surveillance cam- 
eras can pick up the serial number of a dollar bill and can in- 
stantly print a still picture of anything the camera sees, to be used 
as evidence or in apprehending a suspect. 

The cameras are mounted on what we call “speed domes” and 
can rotate 360 degrees, fast enough to track a running person. 
They are faster and are able to focus in greater detail than cam- 
eras in most commercial casinos in Nevada and Atlantic City. 

Our employees know that their actions are being constantly mon- 
itored ana that knowledge is the best deterrent in the world. Cam- 
eras monitor all cash transactions and monitors in the central con- 
trol room are all connected to VCRs that tape the transactions. All 
security areas, those where money chips or tokens are handled or 
financial records are handled, are controlled by card access. 

Another crucial part of our system is the on-line monitoring of 
all slot machines. We can watch the machines as they are played 
to make sure they are not altered electronically or magnetically. If 
either the coin slot or drop drawer is open, a warning signal is in- 
stantly sent to central control. The preprogrammed overhead sur- 
veillance cameras can focus on that machine at the touch of a but- 
ton so we can see what the problem is and who is causing it. 

Another safeguard is our system of internal controls. All trans- 
actions are monitored and audited. We have a casino recap profes- 
sional and a full internal audit department. Our procedures were 
reviewed by a former Nevada gaming commissioner, and we are 
audited every year by the independent national CPA firm of Grant 
Thornton. We voluntarily adhere to the a cash transaction policy 
Title 3 1 of the Federal Bank Secrecy Act and report all cash trans- 
actions above $10,000 to the Federal Government. 

In addition, there are several ways we avoid problems that other 
commercial casinos are open to. We do not serve alcohol in our ca- 
sino. We do not serve alcohol in our restaurants. We do not extend 
credit. And we do not give away airplane trips, hotel rooms, or any 
of the customary gifts that are used to attract people. 

Our regular external audits are reported to our own board of di- 
rectors, who are members of the Mdewakanton Dakota community 
in the State of Minnesota. Our own board is probably the best safe- 
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guard against any problems. They will not let any individual or 
group of individual put this precious resource in jeopardy through 
illegal or unethical behavior. 

Along with the internal controls of our tribal corporation, we also 
have three levels of regulatory controls that have to be complied 
with: Tribal, State, and Federal. Combined with that, the require- 
ment that all corporation board members be tribal members, this 
makes it almost impossible for anyone from the outside to infiltrate 
the governing body of our company. 

This idea of organized crime running around Indian casinos is 
absolutely nonsense. We take pride in the people who run our de- 
partments and our operations. A number of tnem came to us di- 
rectly from some of the mqjor commercial casinos of New Jersey 
and Nevada. A couple of them worked for Donald Trump. Our di- 
rector of surveillance, our director of table games, and our senior 
vice president for casino operations all have received and continue 
to maintain 

Mr. Abercrombie. Excuse me, Mr. Johnson. The people who 
worked for Mr. Trump, did they look like Indians? 

Mr. Johnson. I will reserve that comment until I get hold of 
them. 

One of the things that Mr. Trump has said and the Nevada peo- 
ple or the New Jersey people talk about is the value of their senior 
or their key employee license. All of the people that we have hired 
that come from that regulatory environment have that license and 
annually renew that license and continue to be licensed, and those 
are some of the key people we have working at our casino. 

We believe that we are a positive force in our neighborhood. We 
have brought thousands of jobs to the Twin Cities metropolitan 
area and have brought millions of people and millions of dollars to 
the State and to our local economy. I look with pride at what the 
tribe does with their children. We do similar things. And something 
that we don’t know here is that the Twin Cities of Minneapolis ana 
St. Paul is the second largest — has the second largest urban Indian 
population in the United States. 

At Mystic Lake, we subsidize a bus service that drives down to 
the urban area and picks up Indian people so they can come to 
work for us. Some of them don’t have a car. Some of them have 
a hard time getting a car. But that urban population now has an 
opportunity and they are coming to work at Mystic Lake casino via 
subsidized bus service. 

Indian gaming does good things to the Mdewakanton community. 
It does good things for the urban population of Indian people that 
need to be looked at as well. 

I must say in closing that I and the Mdewakanton and Dakota 
community for whom I work deeply resent the baseless accusations 
about organized crime that have been so irresponsibly strewn about 
through the media by opponents of tribal government gaming. It is 
the worst kind of McCarthyism and it demeans anybody who 
purveys it. It is wrong, it is ludicrous, and it is based on unjustified 
jealousy. 

We cherish this resource that has been given to us, one of the 
few resources that the Europeans have left us. We will protect it. 
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We will protect it against criminals and we will protect it against 
demagogues. 

I tell you in closing one last statement, I just — my friend Mikey 
Brown to the right, there is nothing wrong with Indian people 
making money but there is nothing wrong with Indian people be- 
coming millionaires, if Mr. Trump’s mathematics are right. Those 
people aren’t millionaires. But yet he can go on and claim millions 
of dollars for himself. I think it is jealousy, not organized crime. 
Thank you. 

Mr. Abercrombie. Thank you very much. 

[Prepared statement of Mr. Johnson follows:] 
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Chairman Richardson, Rep. Thomas, distinguished 
Members of the committee. 


1 thank you for this opportunity to discuss security at 
Indian casinos. Ve welcome your interest and your 
' inquiries, as this is a subject that is crucial to 
maintaining tribal government gaming as the powerful 
tool for self-sufficiency that it has become. 

I am Bill Johnson, the chief operating officer at 
Little Six, Inc., the tribal corporation of the 
Mdevakanton Dakota community just south of Minneapolis. 
Little Six operates Mystic Lake $nd Dakota Country 
casino, the largest Indian-owned and Indian-operated 
casino in the country. Our board of directors and car 
senior management team ar* all Indian people. Before 
ioining Little Six, I had a career in commercial 
banking in Minneapolis. 

Ve take security, surveillance and internal controls 
very seriously at Little Six. Our goal is to protect 
both the public who are our customers and the 
Mdewakanton community members who are our stockholders. 
Ve know that the integrity of running a clean and 
secure operation is our number-one asset and that we 
must protect it. 

Ve are the most technologically advanced casino in the 
world. Our security and surveillance systems match or 
exceed any systems you will find in New Jersey or 
Nevada. Our systems at Mystic Lake and Dakota Country 
casino are so advanced that we reoularly have 
executives from other casinos visit to see our systems. 
In the last two months we*ve had casino CEOs from Las 
Vegas and the Bahamas review our systems at Mystic 
Lake. 


1 

2400 Myttfc liks Btvd. • Prior Laks, MN 553/2 • (612) 445-6000 • FAX (612) 496-7280 
An Enhrprim of She StetopM Mctowafcanton CXtots Community 




Many other Indian tribes from around the country have 
also visited our operation to learn more about security 
issues. Tribes are sharing information and helping one 
another strengthen security. 

I would like to give you specific examples of steps we 
have taken to protect public interest and tribal 
interest in three areas — security, surveillance and 
internal controls. 


First, security. Our director of security has set up 
an association of security directors from all of 
Minnesota's 16 Indian casinos who meet monthly and 
exchange tips, share security techniques and warn each 
other of attempted scams. This helps all casinos be 
forewarned and prepared. In addition, our security 
director works closely with local and state law 
enforcement. We meet at least monthly with our local 
police department and cooperate fully in prosecuting 
any wrongdoing that happens at our casino. We work 
together to develop contingency plans to deal with 
major problems such as bomb threats or armed robberies. 
We share information with the state about techniques 
criminals may use to try to defraud the casino. 

We have 50 security ouards on the floor at all times. 
They help deter criminal activity by their presence, 
and are centrally dispatched through our video monitor 
and radio system to immediately respond to any problem. 

We also have regular patrols of our parking lot, to 
deter simple theft and more sophisticated electronic 
devices for cheating on the games. 

In all areas where money is handled in front of 
customers, we have panic alarms — just like in a bank 
— that can be hit to alert security if a threat is 
made or a robbery attempted. 

We also guard rigorously against employee theft. We 
are testing a new electronic system right now that 
embeds magnetic elements in our chips so that an 
employee leaving the blackjack pit area with chips 
would set off a detector. We train all our employees 
to use standard procedure in money handling so that any 
variation from those standards perpetrated to palm or 
pocket money or chips is immediately detected by our 
pit bosses, security people or our overhead 
surveillance cameras. 
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In addition, wo work very hard to hire people of 
integrity who will not cause problems. We cooperate 
with the state and federal gaining commissions on 
background checks -- in fact we have sophisticated 
electronic fingerprint reading and transmission 
equipment that sends fingerprints instantly to 
Washington. Hot even Minnesota's state government has 
that capability yet. We fingerprint and do background 
checks on all employees, voluntarily going beyond our 
compact requirements to fingerprint and check key 
employees and senior executives. And we do credit 
checks on applicants to make sure we don't hire someone 
with unusual financial need who might succumb to 
temptation. 

The second critical area is surveillance. We have a 
state-of-the-art electronic surveillance system tied 
into our electronic card-access system that allows us 
to monitor events, movement and transactions all over 
the casino from a central control room. There is not a 
better system in any casino in the world. We have 
travelled to Europe, Canada and all over the United 
States to see other systems, and we have adapted the 
very best of what is available. 

Our surveillance cameras can pick up the serial number 
on a dollar bill and can instantly print a still 
picture of anything the camera sees to be used as 
evidence or in apprehending a suspect. The cameras are 
mounted in what are called "speed domes" and can rotate 
360 degrees fast enough to track a person running. 

These are faster and able to focus on greater detail 
than the cameras in most commercial casinos in Las 
Vegas or New Jersey. 

Our employees know that their actions are being 
constantly monitored, and that knowledge is the best 
deterrent in the world. Our goal is to keep problems 
from occuring rather than fix them after they've 
happened, ana this system gives us that capability. 

All areas of the casino are monitored — except the 
restrooms. We have 600 cameras covering our facility, 
and we can see in detail what is happening anywhere in 
the casino. 

Cameras monitor dealers handing out chips, changing 
cash into chips, dealing cards. Cameras monitor all 
cash transactions, including at counters where chips 
are cashed in or checks cashed. And monitors in the 
central control room are all connected to VCRs that 
tape the transactions. Tapes are kept for three weeks 
so that any problems that turn up i audits or counts 
can be traced back to the source. 
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All security areas — those where money, chips or 
tokens are handled or where financial records are 
handled — are controlled by card access. No single 
person can get into our vault or counting areas alone 
— not even our CEO. Even our CEO would need to be 
accompanied by a supervisor of a counting team to gain 
access to a counting room. Each person's electronic 
access card is programmed to allow access only to the 
areas his or her job requires. And each time a card is 
used, it is logged on the computer. So if someone 
unauthorised tries to get into a secure room, the 
system sends an alarm to the central control room and 
automatically records who tried to get in and when. 

We even have cameras in the executive office area that 
monitor traffic automatically during the day. After 
hours, if a door to my office is opened, for example, a 
camera automatically turns on and a signal is sent to 
the central control room so they can determine who is 
in the office and what that person is doing. 

Doors in critical areas automatically send an alarm to 
the central control room if they are held open longer 
than 30 seconds, preventing anyone from propping doors 
open to remove material. 

Another crucial part of our surveillance system is the 
on-line monitoring of all slot machines. Each slot 
machine at our casinos is electronically connected to 
our computer system. That allows us to do several 
things at a remote distance. We can watch the machines 
as they are played to make sure they are not being 
altered electronically or magnetically to pay off at 
abnormal rates. We can see instantly if any machine is 
being tampered with, by an employee or a customer. If 
either the coin slot or the drop drawer is opened, a 
warning signal is instantly sent to our central 
control. The pre-programmed overhead surveillance 
cameras can focus on that machine at the touch of a 
button and we can see what the problem is and who is 
causing it. 

The slot machines themselves are set and tested by 
Gaming Laboratories Incorporated to verify payout 
percentages and jackpot levels. The machines are 
tested in the casino so there is no opportunity to 
alter them after they've been set. 

To avoid the human tendency to give a friend a break, 
we don't allow our surveillance teams to fraternize 
with our other employees. They cannot ride our 
employee buses to the casino, and they eat and take 
their breaks in separate areas. 
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Another safeguard is our system of internal controls. 
All transactions vith cash, chips, tokens or bank funds 
are carefully monitored and audited. When we set up 
our system, we borrowed from the best of Nevada and New 
Jersey '8 systems and improved upon them. Our 
procedures were reviewed by a former Nevada gaming 
commissioner and are audited every year by the 
independent firm of Grant Thornton. 

From the smallest to the largest transactions, counts 
are made and double-checked and records kept. At all 
shift changes of a dealer or a cashier, for example, 
balances are counted, just as in a bank. And any 
electronic transfers of bank funds are accompanied by a 
transmittal receipt so there is a paper trail. At the 
end of every business day, our bank faxes us a list of 
all transactions that have been made on our accounts, 
so that nothing can be hidden. We have several layers 
of procedural checks and balances 60 nothing can slip 
through. 

We voluntarily adhere to the cash transaction policy 
Title 31 of the federal Bank Secrecy Act. We report 
any cash transactions above $10,000 to the Federal 
government. This is one of several places where we go 
above and beyond the regulations we are required to 
follow. 

We have surprise cash counts two or three times a week, 
where we pick a cash drawer unannounced and balance the 
drawer. This lets people know that at any time they 
might be subject to an internal audit. 

When cash is taken from slot machines, which happens 
once a day, a counting team is accompanied by security 

? uards to transport the coins or tokens. The totals 
rom each machine are checked by teams from three 
separate departments to assure accuracy and avoid 
collusion. 


When the coins are counted, it is done in a secure room 
to which only counting and security personnel have 
access. The coins are weighed as they come into the 
counting room, and then weighed again after they've 
been counted and wrapped in plastic tubes to make sure 
no money is diverted. 

Our regular external audits are reported to our own 
board of directors — who are members of the 
Mdewakanton Dakota community — and to the state of 
Minnesota. Our own board is perhaps our best safeguard 
agains any problems . They oversee our operation for 
the good of the tribe. They recognize the value gaming 
provides to our community, and they are fiercely 

? rotective of that value. They would not let any 
ndividual or group of individuals put that resource in 
jeopardy through illegal or unethical behavior. They 
oversee what we do very closely, and we feel a great 
responsibility to them. 
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Along with the internal controls of our tribal 
corporationi we also have three levels of regulatory 
controls -- that of tribal, state and federal 
governments. Combined with the requirement that all 
corporation board members be tribal members, this makes 
it Impossible for anyone from the outside to infiltrate 
the governing body of our company. This idea of 
organised crime running Indian casinos is absolute 
nonsense. 

• 

There are several ways we avoid problems that 
commercial casinos are open to. First, we do not serve 
alcohol in our casino nor do we let people consume 
alcohol anywhere on the casino grounds, including the 
parking lot. This keeps people more level-headed and 
keeps many problems from happening. And we don't 
extend credit, which opens many casinos to problems 
from people who lose more than they can afford. And we 
don't give away airplane trips, hotel rooms or any of 
the customary gifts used to attract people. Our 
customers come to our casino on their own to have an 
enjoyable time. 

In addition, we are very careful about vendor 
relations. All contracts are put out for bid and 
reviewed by our board, not lust by the executive team. 
This makes cozy and compromising relationships 
impossible and protects the interests of our community. 
And we are very careful about delivery of goods and 
material. All deliveries must be made through our 
loading dock. That means anything that might come in 
through unusual channels would immediately stand out 
and invite scrutiny. And at the loading dock, 
deliveries will only be accepted with a signed purchase 
order, again negating the opportunity for underhanded 
deals. And our conflict-of-interest policy prohibits 
employees from selling supplies to the casino, avoiding 
more problems. These steps may seem simple, but casino 
experience shows that vendors are the entry point for a 
great deal of trouble. 

We take pride in the people who run our departments and 
our operations. Many of them came to us directly from 
some of the major commercial casinos in New Jersey and 
Nevada* Several of them worked for Donald Trump. Our 
director of surveillance, our director of black jack, 
and our senior vice president for casino operations all 
have key employee licenses from Atlantic city. That 
means they have met rigorous background and training 
requirements . 

At the same time we are borrowing the best expertise 
from around the country, we are training our own tribal 
members to take key roles in the operation, from 
managing floor shifts to directing departments. We 
want to gain experience ourselves so that we achieve 
the self-sufficiency that IGRA envisioned. And that is 
happening, with tribal members and other native 
americans running Little Six. 
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We believe we are a positive force in our neighborhood. 
We have brought thousands of jobs to the Twin Cities 
metropolitan area, and have brought millions of people 
to the state and to our local area. But our friends in 
the Prior Lake Police Department will tell you that 
there has been no Increase in crime because of our 
casino. That is important to ub — we want to be good 
neighbors and to help our local economy. 

I must say in closing that I and the Mdewakanton Dakota 
community for whom I work deeply resent the baseless 
accusations about organized crime that have been so 
irresponsibly strewn about through the media by the 
opponents of tribal government gaming. It is the worst 
kind of McCarthyism and it demeans anybody who purveys 
it. It is wrona and it is ludicrous and it is based on 
unjustified jealousy. 

We cherish this resource, one of the few resources that 
the Europeans have left us. We will protect it — 
against criminals, and against demagogues. 

Thank you. Chairman Richardson. 
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Mr. Abercrombie. Chief Powell, you are chief of the Prior Lake 
Police Department. I take it that is not one of the great metropoli- 
tan police departments in this Nation? 

Mr. Powell. Only if they have 16 members like ours. 

Mr. Abercrombie. Well, you heard Mr. Trump’s discussion of 
what he thinks about the ability of police departments and law en- 
forcement individuals and groups across the country, let alone in 
Prior Lake. Do you have anything you would like to convey to him 
if he manages to get a tape of this hearing? 

Mr. Powell. I do, Mr. Chairman. Thank you. I appreciate the 
opportunity to round out this picture. 

I am the second line of defense after the casino itself and we 
handle about 630 calls each year at the casino. And for anyone that 
is interested, most of those calls are service calls such as medicals 
or where somebody is locked out of a car or something along this 
nature. 

Many of those calls are calls from the casino requesting help 
when they have underage people or people under 18. And there is 
no law in Minnesota; however, we go out and look for false identi- 
fication, this sort of thing, in discouraging these people from gam- 
bling. 

We ran about 50 felonies last year, which 1 think is a rather re- 
markable figure considering right now we have up to 24,000 people 
a day that go through this institution. We also have 5,000 employ- 
ees, and as Bill has said, a lot of these folks come from the inner 
ciiies and are not without problems and take a lot of time and pa- 
tience to work with. 

I am extremely proud of the casino. I am extremely proud of the 
fact that any place in that building I can walk without having any 
trouble at any time to view what I like. I have never been censured 
from where I go there. Our officers are treated well. When I need 
money to increase my police budget to do a better job when it 
makes a difference for the reservation or makes a difference with 
our city, I am given those funds. 

I think that in conjunction with the job that the casino does in 
terms of preventing crime and doing a good iob of protecting it, I 
think this is verified in our figures. We solve about 50 percent 
more crime on the reservation because of the technology than we 
do in the white community that is right next to it. That is a rather 
astounding figure when we are solving about 50 percent of our 
crimes out there. And, again, these are not crimes like prostitution 
which we have not had in the second or first, depending upon how 
you want to describe that casino in terms of size. We don't have 
one case of prostitution that has been documented. We don’t have 
assaults that amount to more than a handful and these are usually 
strange situations. 

We have crime of credit cards, we have crime of fraud and other 
things like this. And our casino has gone to the extent of inviting 
the FBI and inviting other Federal people, inviting people from 
Foxwoods from the East and bringing them all together largely at 
the expense of our casino in order to get law enforcement in one 
spot to discuss how we can do a better job and what our common 
problems are. 
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They are truly civic leaders not only within our community but 
have a tremendous sense in just a few years of civic responsibility. 
When I first started as a police chief 20 years ago, they were burn- 
ing copper wire in order to recover the copper. They have educated 
themselves. They have come along and they have been generous 
with the community that hosts them. 

I am very proud to be able to testify today on the good things 
that they have done and the support that they give the police. With 
our task forces that are made up of FBI, with local people as well 
as State people, there has never been a word breathed to me — and 
believe me, I question them on a regular basis — about organized 
crime. There is not one verified case or one verified whisper to me 
that the Mystic Lake Dakota casino has organized crime. I think 
that it is truly pointed out. If you want a good picture of what our 
casino is like, if you were to go out there on Thursday, and that 
is when our local Rotary Club, which is comprised of businessmen 
within the area and businessmen from other communities, come 
out and we all have lunch a the Rotary there. 

I thank you very much for the opportunity to round out this pic- 
ture and tell you that it is a safe place to be and well run. Thank 
you. 

Mr. Abercrombie. Thank you very much, Chief. 

Mr. Johnson, do all the employees, including those of Indian an- 
cestry pay taxes on the incomes that they receive? 

Mr. Johnson. All employees pay income taxes on the money that 
is paid to them as salary and wages. 

Mr. Abercrombie. What— do you have a nonprofit entity which 
receives the funds into the casino? 

Mr. Johnson. I guess I would — it would be best to say as suc- 
cinct, it is like a subchapter “S” corporation. Rather than annual 
distributions, however, we have monthly distributions and those 
funds are turned over to the tribal government where they are then 
used in infrastructure: sewer, water system, housing, welfare hous- 
ing programs. We turn the profits over to the tribal government 
monthly. 

Mr. Abercrombie. So that the individuals are not profiting as 
such, other than by such jobs as they may get under any other kind 
of a nonprofit 

Mr. Johnson. As in any corporation, they will receive divi- 
dends — would receive what you say can be looked upon as divi- 
dends. 

Mr. Abercrombie. They pay taxes on those dividends, do they 
not? 

Mr. Johnson. Yes, they do. They pay taxes on any money they 
receive from the company. 

Mr. Abercrombie. Because the impression has been left, as you 
may have discerned in the earlier discussion, despite some at- 
tempts by some of us on the committee to point out that there is 
a difference between distribution of income to a tribal entity that 
engages in activities such as building infrastructure, schools, pro- 
viding subsidized buses and so on, ana individuals who may receive 
funds upon which taxes are collected. 

Mr. Johnson. Yes. That is the picture that is being painted, is 
that individuals don’t pay taxes. They do pay taxes on any money 
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they receive. The tribal government is like any city government, 
any State government. They use those funds to work for their indi- 
vidual needs. 

Mr. Abercrombie. What kind of a compact — that is probably be- 
yond the scope of this particular hearing but you have a compact 
arrangement, do you not? 

Mr. Johnson. We have two compact arrangements with the 
State of Minnesota. One for slot machines, one for blackjack. 

Mr. Abercrombie. Would you have any objection or, Mr. Brown, 
you may chime in here, too, if you will, do you expect that there 
would be any objection from legitimate enterprises not necessarily 
even on the scale that you maintain because some might be consid- 
erably smaller, would there be any objection to regulatory bodies 
requiring surveillance such as audits, et cetera, the kind of thing 
that Mr. Palmer and others from the IRS indicated they would rec- 
ommend at this stage of the development of the Gaming Act? 

Mr. Brown. I don’t believe so, Mr. Chairman. We spent a portion 
of our time working with other tribes that have small gaming fa- 
cilities helping them set up surveillance department internal con- 
trols and cage operations security systems. We voluntary comply 
with all the CTR requirements and would encourage other tribes 
to do so. 

Mr. Abercrombie. Would it not be to the advantage, Mr. Brown 
and Mr. Johnson, of any tribe which sets up an operation under the 
Gaming Act to have fun cooperation with the IRS, with the Depart- 
ment of Justice, et cetera, to establish credibility in the public 
mind? 

Mr. Brown. Yes. 

Mr. Abercrombie. Mr. Johnson. 

Mr. Johnson. I think both tribes would be open to that. I know 
I mention in my testimony that we already voluntarily complete 
the requirements of the Bank Secrecy Act. 

Mr. Abercrombie. If that was made mandatory, would that be — 
would there be an objection? 

Mr. Wapato. Mr. Chairman, may I respond to that? 

Mr. Abercrombie. Certainly. 

Mr. Wapato. As I mentioned earlier, NGA, the National Gaming 
Association, has 95 tribes that are members. We have been hosting 
a number of meetings in conjunction, which is called the Senators 
Inouye-McCain process. 

Mr. Abercrombie. I am familiar with the first part. 

Mr. Wapato. Good. Good choice, too. But within that process, 
within those meetings, the tribes have indicated that they would 
comply with the Bank Secrecy Act provisions as they apply to any 
other casino in America. They would oppose any specific amend- 
ment which is Indian specific. 

Mr. Abercrombie. I quite understand. 

Mr. Wapato. The regulations apply to casinos not in the act but 
in the regulations of the act. And something along that line would 
be, we believe, appropriate for Indian casinos. 

I think what is being suggested bv Mr. Trump, Mr. Torricelli is 
something beyond that and we would oppose that. 

Mr. Abercrombie. That is because I think there is an argument 
there as to whether or not sovereignty comes into play, and from 


84-760 0 - 94-16 



458 


my point of view, speaking as someone who represents, in part, 
people who have had their trust relationship denied, at least by 
some political entities, this would be unacceptable. At least from 
my point of view, and I believe from a constitutional point of view 
the existence of a trust relationship is such that the United States 
as a governmental entity dealing with sovereign nations with re- 
spect to Native Americans and Native Hawaiians is entirely in 
order; in fact, long overdue. The question seems to have arisen 
principally in relation to the regulation of gambling as opposed to 
whether or not it should be — it should take place in the first place. 

Mr. Wapato. I would like to reiterate something that Senator 
McCain, I believe, spoke to this morning a little bit but in the in- 
teresting colloquies that we heard in between, it might have gotten 
lost. 

In that process of dialogue between the Governors and the Attor- 
neys General and the tribes, regulation is not a sticking point. We 
spend a lot of time in a whole bunch of areas. The regulation area, 
the organized crime allegation area are not hot topics that we can 
resolve. We are at the last part of that process ana we are engaged 
in the scope of gaming issue. We believe that the others are at a 
stage where a resolution that would be acceptable to the three 
principal parties can be achieved. The scope of gaming issue, of 
course, is Congressman Calvert’s issue also. 

The point I want to make is it is not crime. It is not organized 
crime. It is not regulation that is the overriding issue on those dis- 
cussions. Those things have been discussed and we know ways to 
resolve those at the State, at the Governors’ level and State Attor- 
neys General and tribal level. 

And so while this committee may have heard a lot of rhetoric 
here today, we would hope they would take into consideration that 
what Mr. Mikey Brown and Mr. Johnson have testified to, those 
things can be handled appropriately in the compacting process and 
the tweaking of regulations or acts that needs to be done is very 
minimal to make things like the Bank Secrecy Act applicable to 
tribes and those type ot things. 

Mr. Abercrombie. Very good. Well, this has been a long day but 
it has been a very informative one. I am very appreciative, particu- 
larly of all of you on the last panel for your kindness and courtesy 
to us by staying with us today, and I wanted to say that this last 
panel has been particularly valuable to us in helping to establish 
a perspective on the entire day’s activities. 

With that, I will say mahalo, thank you very much, and aloha. 

[Whereupon, at 3:28 p.m., the subcommittee was adjourned.] 
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Statement of Support for the Ramapough Mountain Indian Tribe 

Congressman Donald M. Payne 


Mr. Chairman, thank you for providing me the opportunity to 
submit this statement in support of the Ramapough Mountain Indian 
Tribe' 8 petition for federal recognition now before the Bureau of 
Indian Affairs (BIA) into the record for the Subcommittee on 
Native American Affairs hearing held, October 5, 1993. I have 
recently reviewed che case of the Ramapough Mountain Indian 
Tribe's petition and I wanted to share my views with you at this 
time. 


I believe that the civil rights of the Ramapough Mountain 
Indians would be violated if the determination to grant or deny 
their petition was based on anything other than the petition 
before the Bureau of Indian Affairs. That petition has a 
detailed history of the Tribe going back to the 1700's, which is 
backed up with eight volumes of data. Through nearly 600 linear 
feet of genealogical charts the Tribe traces its Indian ancestry 
back to the mid 1700' s in the New York / New Jersey area. The 
state legislators of New York and New Jersey adopted resolutions, 
in 1982 and 1980 respectively, to recognize the Ramapough 
Mountain Indian Tribe and urged the federal government to follow 
their lead. It is my hope that this situation will soon be 
rectified and the Ramapough Mountain Indians will be able to 
continue their traditions and their lives to preserve their 
Native American ancestry. 

I along with Benjamin Gilman and a bipartisan group of 
Members of Congress sent a letter to Secretary Babbitt to 
carefully review this matter which has been pending since 1979. 

As you know in 1978 the Department of Education recognized the 
Ramapough Mountain Indian Tribe under the Indian Education Act. 

I have also had the opportunity to debate and discuss this issue 
in great detail with its opponents, and I have not heard any 
concrete evidence to support the claims against the stated goals 
of the Tribe. I hope that we will not stand in the way of their 
petition. 
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Statement of Support for the Raaftpouah Mountain 

bv Conaraaimin BaiHamln A. 


Mr. Chairman, thank you for providing me the opportunity to 

submit this statement for the record regarding the hearing held 

before the Subcommittee on October 5, 1993. As Representative of 

the 20th Congressional District in New York, I represent nearly 

* 

one- third of the members of the Ramapough Mountain Indian Tribe. 
These members live in Rockland County, New York. The Chief of 
the Tribe, Ronald Van Dunk, also resides in my district in 
Hillburn, New York. 

The Tribe has lived according to the traditions of its 
Munsee Indian ancestors in the N.Y.- N.J. border area for more 
than 200 years. Both the States of New York and New Jersey have 
officially recognized the Ramapoughs as an Indian Tribe. Since 
1979, the Tribe has worked diligently to assemble the required 
documentation for Federal Recognition. This documentation 

j 

includes historic and genealogical evidence showing Indian 
ancestry and ties to the aboriginal Munsee Indian Tribe.- 

For a decade, I have worked closely with the 1 Tribe in its 
ongoing efforts to be Federally Recognized by the Bureau of 
Indian Affairs. I have been impressed with their commitment and 
sincerity to the petition process. In all of my dealings with 
the Tribe over the last decade, their actions have been of the 
highest ethical and moral standards. 
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Accordingly, I strongly support the Ramapough Mountain 
Indian Tribe's efforts in obtaining Federal Recognition and will 
continue to support any efforts to preserve their Indian 
heritage . 

Member of Congress 
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October 13 t 1993 


The Honorable Bill Richardson 
Chairman 

Subcommittee on Native American Affairs 
Committee on Natural Resources 
1522 Longworth Building 
U.S. House of Representatives 
Washington, D.C. 20515 


Dear Mr. Chairman: 


At an October 5, 1993, oversight bearing on the Indian Gaming Regulatory Act before 
your Subcommittee, Congressman Robert Torricelli (D-NJ) and retired FBI special agent 
Richard Elroy made undocumented allegations about the gaming operations conducted on 
Seminole reservations. I respectfully request that this letter responding to those allegations be 
included as part of the official hearing record. 

Let me begin by saying that the Seminole Tribe of Florida is committed to making every 
effort to assure that gaming activities conducted on our tribal lands are legal and proper. We 
have a vested interest in assuring that the economic benefits of these gaming activities accrue 
to the benefit of the Seminole people - not to the benefit of any criminal element. 

Income from our bingo operations will account mure than 75 percent of all Seminole 
Tribal income in FY 1994. In turn, gaming proceeds will fund more than 75 percent of the 
Seminole Tribe’s expenditures in FY 1994. Gaming income pays for tribal member services, 
education programs, administration of the tribal government, tribal parks and recreational 
facilities and services, and economic development on the reservations that otherwise would not 
exist. 


None of the allegations raised by Mr. Torricelli or Mr. Elroy has ever been pursued by 
the FBI, by an other agency of the federal government or by the Special Committee on 
Investigations of the Senate Select Committee on Indian Affairs that initially heard these charges 
more than four years ago. It is obvious from this inactivity that such allegations were found to 
be of insufficient merit to warrant pursuit. We know that they are completely without substance. 
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Let me emphasize that we, as a sovereign national whose ability to house, feed and 
educate our people depends in large part on our gaming income, have considerably stronger 
motivation to keep our operations free from corruption than do commercial gaming 
establishments. We strongly urge that any individual with information concerning corruption 
or links to organized crime within our gaming operations make that information immediately 
available to the FBI. We pledge to cooperate fully with any legitimate federal investigation of 
such allegations. 

We will be happy to provide additional information should you require it, and to answer 
any questions you may have concerning this issue. We appreciate the opportunity to present this 
information for the record. 


Sho Naa Bisha, v \ 
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Ramapough Mountain Indians, Inc. 

*A Tribtl OrgtnizMtio* " 

HiJIburn • Mihwah • Ring wood 

Marling Address: P.O. Box 478, Mahv*.ih, N.J. 07430-0478 
(201) 529-1 171 or(201) 529-1057 


Tribal 

Chief - Ronald Van Dunk 
Secretary - Linda Powell 

Statement of Chief Ronald "Redbone" Van Dunk 
Chief of the Ramapough Mountain Indiana 

I am Ronald "Redbone” Van Dunk, Chief of the Ramapough 
Mountain Indiana. I must respond to the attacks against my people 
by DonaJd Trump and his allies before this Subcommittee. My tribe 
consists of 3,000 Native Americans living on the New York/New 
Jersey border. Me are recognized by both the states of New York 
and New Jersey. 

In 1979, almost ten years before the Indian Gaming Act was 
passed, my Tribe began the process with the Bureau of Indian 
Affairs seeking Federal Recognition. Federal Recognition will 
ensure that the heritage of my people will be preserved. As a 
Federally Recognized Tribe, we will benefit from the Indian 
education and economic programs of the Department of the Interior. 

However, because under the law a Federally Recognized Tribe 
has the right to engage in gaming, Mr. Trump and his friends have 
attempted to have the Department of Interior deny our petition for 
Federal Recognition. 

As I see it, if Mr. Trump and his Congressional supporters 
believe that the gaming laws need to be changed then they have 
every right to try to make those changes. However, their efforts 




to deny my people their heritage by trying to block our recognition 
is misplaced. 

On three separate occasions Mr. Toricelli signed letters to 
the Department of Interior on behalf of my people's long fight for 
recognition. I am greatly saddened by his sudden change in 
position and his recent letters opposing our petition. 

The BI A recognition process is very clear. It is based on 
specific criteria which includes historical existence as a Tribe; 
a distinct Indian community; political autonomy and traceable 
Indian ancestry. 

In a recent letter written to the Secretary of the Interior, 
Mrs. Roukema sought to have our petition denied on irrelevant 
issues. In addition, many of her statements were just plain wrong. 
First, she claimed that ouz "only interest in federal recognition" 
is to establish "casino gambling in Bergen County." I point out 
that we began the Federal Recognition process in 1979, ten years 
before the Indian Gaming Act was passed. She further notes that 
representatives of the township of Mahwah are unanimous in their 
opposition. Again, not so. Councilwoman Maia Wojciechowska of 
Mahwah has sent Congresswoman Roukema a strong letter directly 
challenging this false statement. 

Congresswoman Roukema also says that our petition is 
"dubious." Yet, this petition has been cited by experts as one of 
thee best documented ever. We have submitted eight volumes of 
evidence and over 600 feet of genealogy tracing our Indian ancestry 
back to the mid- 1700's. The Rockland Journal -News has recently 
called for our recognition noting that our historical ties to the 
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aboriginal Munsee are well known. 

Finally, she says that our petition for Federal Recognition 
should be denied because "casino gambling in the immediate Hew York 
metropolitan area could have a negative impact on the gambling 
industry in Atlantic City." Not only is Mrs. Roukema jumping to 
conclusions, but this issue has nothing to do with the recognition 
process, which is described in great detail in BIA regulations. 

Unfortunately, the New Jersey Law Journal article placed into 
the record by Congresswoman Roukema feeds off of the irresponsible 
conduct of the Trump forces. I recently submitted a letter to that 
publication in response to this outrageous and misleading article. 
I would now like to enter that response into the record of this 
proceeding. 
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Congress of the Brated States 

House of KqmsartatiDu 
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! Tha Honorabla Bruca Babbit 
k l ‘8a cratary ^ ' 

tWt^KS.-Dapartaant of Sntarior 
1849 C Straat, H.W. 

“*** Washington, D.C. "30240 " 

' Daar Mr. 8a cratary: 
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I bava sign ad lattars to your OapartJiant aavaral tins* in tha 
past two yaars to axprasa support for tba Raaapough Mountain Indian 
Triba 's patition for fadaral racognltion. 


This patition is currsntly undar ’Activa cons idarat ion" by tha 
Buraau of Indian Affairs (BIA) • Undar PIA ragulations, proposad 
findings could ba issuad as aarly as July, 1993. 

I hava baan raassurad that tha BIA's fadaral racognltion procass 
is coaplataly saparata froa all issuas involving gaaing on Indian 
rasarvations. I would lika to asks it claar at this tiaa that I 
strongly opposa tha astablishaant of gaaing oparations on any lands 
controllad by tha Raaapough Triba. If it is discovsrad that ona of 
tha Raaapough Triba • a objactivas in saaking fadaral racognltion is to 
gain tha ability to aanaga casinos or astablish gaaing of any typa, I 
would iaaadiataly and unconditionally withdraw ay support for fadaral 
racognltion for tha Raaapough Triba. 


Thank you for your cons idarat ion of this aattar. 


Sincaraly, 



ROBERT G. TORRICELLI 
Kaabar of Congrass 


RGT: acc 
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of th* W— IQIlOh peoole.* 
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hoy* to oolMtontlot* thl* oto t ooo nt on d loohlno proof would 
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Noting history ' 

t 

Rockland has stake in Indian recognition 


If the Ramapough 
Mountain Indians achieve 
federal recognition, the 
ghosts of their long-gone 
ancestors among the Munsee 
tribe may well murmur with 
thanks from the historic 
sandstone caves in the 
Monsey Glen. 

We believe the 
recognition is overdue. Not , 
only will it qualify the 3,000- 
member Ramapoughs access 
to federal funds for jobs, 
greater educational 
opportunity and small 
business growth, it will set in 
historical stone the 
realization that once the 
tribe lived originally as 
Munsee Indians in the 
Rockland area. 

The Munsees occupied 
the Rockland/Bergen region, 
including the historic Monsey 
Glen off Route 59, for 
thousands of years before the 
first Europeans settled in the 
New World. 

Many of the original 
tribes in the Northeast were 
driven westward by the 
settlers, but most of the 
. Ramapough Indians 


remained, heading into the 
wilderness of the Ramapo 
Mountains while the white 
man took over the better 
land of the lower wooos and 
fields. 

In order to quality for 
recognition by the federal 
Bureau of Indian Affairs, the 
Ramapoughs and Chief , 
Ronald Van Dunk of Hillburn 
have had to offer hundreds 
of documents, oral history 
and a detailed historical 
account that demonstrates 
community continuity. It 
isn't always a successful 
process, but Van Dunk and 
his tribe, which has 300 
Members living in Hillburn, 
are cautiously optimistic. A 
decision is expected in 
November. 

We hope the Ramapoughs 
are recognized. Those of us 
in Rockland who are close to 
the county’s -history know 
full well the accounts of the 
Munsees and the 
Ramapoughs. To recognize 
them officially would be to 
properly note their place in 
not only the history of this 
nation and Rockland, but in 
their own history as well. 


Thursday 
September 9. 1993 
Rockland 
Journal-News 
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Statement of Georg* L. Schneider 
Counsel to the 

Raaapouqh Mountain Indian Tribe 


I an legal counsel to the Ramapough Mountain Indian Tribe. 

I subnit this statement in response to the article written by Tim 
O'Brien for the September 13 , 1993 edition of the Mew Jersey Law 
J ournal , entitled ^as Mob behind Tribe ' s Casino?" . and placed into 
the record of this proceeding by Congresswoman Marge Roukema. 

The O'Brien article is factually Inaccurate and grossly 
misleading. I have spent ten years in law enforcement as the 
former Essex County Prosecutor and as Chief Trial Attorney for the 
Mew Jersey Attorney General in the Division of Criminal Justice. I 
have extensive experience in the prosecution of organized crime and 
am very sensitive to that element's efforts to infiltrate 
legitimate businesses. I can assure you there is absolutely no 
organized crime influence in any phase whatsoever of the Ramapough 
Mountain Indian business affairs. Furthermore, there is no 


"Tribe's Casino". 
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Using "McCarthy ism" tactics, the Law Journal has 
sensationalized a story about one Bob Frank whoa it refers to as a 
" friend" of the Ramapough Mountain Indian Tribe. According to the 
Law Journal . Frank is a "longtime associate" of another person, 
totally unknown to the tribe. The Law Journal then states that 
this second unknown person was associated, over seven years ago, 
with yet a third person who is an organized crime figure. I can 
report to this Sub-Committee, unequivocally, that this third person 
is also completely unknown to the Tribe. He has never had any 
connection directly or indirectly with the Ramapough Mountain 
Indian Tribe or any of its members in any way, personal or 
business. 

Congresswoman Roukema and others have also charged that the 
only reason the tribe seeks Federal Recognition is to operate a 
casino operation in Bergen County. However, it should be noted for 
the record that the Tribe began its efforts for Federal Recognition 
in 1979, almost ten years before the Indian Gaming Act was passed. 

The recognition procedure is very complex and extremely 
demanding. The preparation of a petition is time consuming, costly 
and requires experts in many fields, including genealogy, 
anthropology and historical research. It is not unusual for a 
Tribe to take ten years or more to complete the process. 

In the early 1980's, the Tribe worked with a professional to 
undertake preliminary research and to seek a Federal grant. That 
grant award would have funded the research necessary to meet the 

k 
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requirements laid out in the formal recognition process. This 
grant, unfortunately, did not materialize. As a consequence, the 
Tribe needed to raise money from Indian activities and from private 
funding sources to support its recognition efforts. 

In 1985, Bob Frank, along with several others, offered 
assistance to the Ramapough Mountain Indian Tribe in its efforts to 
gain Federal Recognition from the Bureau of Indian Affairs. After 
deliberation and debate by the Tribal counsel, this assistance from 
Mr. Frank was finally accepted. As I have stated before, the other 
persons named in the Law_ Journal article were not part of Mr. 
Frank's group and not part of this effort. Indeed, Mr. Frank and 
his group were ineffective and the Tribe's relationship with Mr. 
Frank's group was formally terminated two years ago. Today, the 
Ramapough Mountain Indian Tribe considers Mr. Frank to be no more 
than one of the many persons and organizations that have offered 
assistance over the years. Neither he nor anyone else should be 
considered to be "waiting in the wings" or "ready to come home" in 
the event the Tribe is recognized as was reported in the Law 
Journal article. 

The tribal members are good and decent people, who detest 
organized crime every bit as much as any lav abiding citizens 
including congressman Torricelli and Congresswoman Roukema. Using 
my experience in the criminal justice system and my personal first 
hand knowledge of the organized crime personnel and structure 9 I 
have worked with the tribal counsel to ensure that all outside 
funding sources are free of any criminal element and I will 
continue to do so. 
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The tribe* s overwhelming goal, as it has been for over 14 


years, is to achieve a Federally Recognized status to restore its 
rightful place in history. 



eider. Esq. 
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This letter is intended to refute the claims of certain 
critics who have alleged that, unlike State-conducted gaming 
activities, gaming operations conducted on Indian tribal lands 
escape Federal taxation. The law clearly contradicts these 
claims . 

1 . Indian Trib al Governments Are Treated As States for Certain 
Federal Tax Purposes . 

Prior to 1983, the Internal Revenue Service ruled that 
Indian tribes are not taxable entities. 1 The ruling' further 
provided that tribal income not otherwise exempt from federal 
income tax was includable in the gross income of an Indian tribal 
member when distributed or constructively received by that 
individual . 

In 1983, the United States Congress passed tax legislation 
providing that, for specific purposes under the Internal Revenue 
Code (the "Code"), Indian tribal governments are to be treated 
the same as States or similar to States. 2 The 1983 legis.lation 
further provided that a subdivision of an Indian tribal 
government is to be treated as a political subdivision of a State 
(i.e., and therefore treated essentially the same as the States 
themselves) only if the Treasury Department determines, in 
consultation with the Interior Department, that the subdivision 
of the Indian tribal government was delegated the right to 
exercise one or more of the sovereign powers of the Indian tribal 
government. It is not necessary foi a whole range of sovereign 
powers to be delegated to be treated as a political subdivision 
of a State; it is sufficient if at least one sovereign power 
(e.g., police power) has been delegated. 


1/ Rev. Rul. 67-284, 1967-2 C.B. 55. 

1 / Pub.L. 97-473, Title II, §202(a), 96 Stat . 2608. 
I.R.C. §7871. 


35 Vfears of Professional Legal Services 
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The reason for this legislative change was that many Indian 
tribal governments already exercised sovereign powers. This fact 
was recognized by the United States in various treaties with 
certain tribes. Moreover, Indian tribal governments increasingly 
sought funds with which they could assist their people by 
stimulating tribal economies and by providing governmental 
services. The 1983 legislation was enacted to facilitate efforts 
of Indian tribal governments that exercised such sovereign 
powers . 

Under the 1983 legislation, most federal excise taxes do not 
apply to articles sold for the exclusive use of Indian tribal 
governments. An identical rule applies to the States and their 
political subdivisions. As noted below, however, withholding and 
excise taxes imposed on gaming and wagering activities do apply 
to the Indian tribal governments. The legislation also provides 
that Indian tribal governments are to be treated generally the 
same as States for purposes of the tax-exempt bond interest 
provisions, subject to significant restrictions; the deduction 
for taxes under Code Section 164; the determination of whether 
contributions or transfers to or for the use of a tribal 
government are deductible as charitable contribution^ under Code 
Sections 170, 2055, 2106 and 2522; and for certain other 
purposes. The legislation originally was scheduled to terminate 
after December 31, 1984, but was extended and made permanent in 
the Deficit Reduction Act of 1984.3 

2. Indian Gaming Operations Are Subject _To _The Same Federal lax 
Provisions As State Gaming Operations . 

In 1987, the U.S. Supreme Court ruled that Indian tribes may 
engage in gaming on tribal lands to promote tribal self- 
sufficiency and economic development . 4 In 1988, Congress enacted 
the Indian Gaming Regulatory Act ("IGRA") to provide a statutory 
basis for the operation of gaming by Indian tribes as a means of 
promoting tribal economic development, self-sufficiency, and 
strong tribal governments . 5 Congress established an independent 
federal regulatory authority for gaming on Indian lands and a 


2/ Pub. L. 98-369, Sec. 1065, July 18, 1984, 98 Stat . 847, 

1048. Further amendments were made to the legislation in 
the Tax Reform Act of 1986 and the Revenue Act of 1987. 


1/ California v, Kabazon Band, of Missi on Indians , 480 U.S. 202 
(1987) . 


2/ 25 U.S.C. §2702(1); Pub.L. 100-497, §3, Oct. 17, 1988, 102 

Stat. 2467. 


2 
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National Indian Gaming Commission to address congressional 
concerns regarding gaming and to protect such gaming as a means 
of generating tribal revenue. 6 

Under the IGRA, Code provisions concerning the reporting and 
withholding of taxes on winnings of gaming or wagering operations 
apply to Indian gaming operations governed by the IGRA. 7 These 
provisions apply to the same extent and in the same manner as 
they apply to State-conducted gaming and wagering activities. 

Specifically, the IGRA expressly provides that the reporting 
and withholding provisions applicable to Indian tribal 
governments include Code Sections 1441, 3402 (q) , 6041 and 60501 
as well as the excise tax provisions of Chapter 35 of the Code . 8 
Code Section 1441 generally imposes withholding obligations on 
any person (including officers and employees of the United States 
or any State) having the control, receipt, custody, disposal or 
payment of certain items of income, including dividends, rent, 
salaries, wages, remunerations, compensations, annuities, profits 
or gains(e.g., gambling winnings), of any nonresident alien and 
certain foreign partnerships. Code Section 3402 (q) provides that 
the United States, the States and their political subdivisions 
are required to withhold income tax at a rate of 28% from any 
gambling or wagering winnings specifically subject to the 
withholding provisions. Code Section 60501 requires any person 
engaged in a trade or business to report the receipt of more than 
$10,000 cash in a single transaction. Casinos with gross 
revenues in excess of $1 million dollars are defined as financial 
institutions and must report currency transactions under the Bank 
Secrecy Act and implementing regulations rather than under Code 
Section 60501.9 Finally, any person engaged in the business of 
accepting a wager is liable for excise taxes imposed under 
Chapter 35 of the Internal Revenue Code (Code Section 4401 et 
_seq . ) . The excise tax applies to Indian and non- Indian gaming 
operators alike, but does not apply to parimutuel enterprises, 
coin-operated devices and State-conducted lotteries. 10 


£/ 

25 

u.s.c. 

§2702 (3) . 

1/ 

25 

u.s.c. 

§2719 (d) (1) . 

fi/ 

25 

u.s.c. 

§2719 (d) (1) . 

1 / 

31 

C.F.R. 

103 .11 (i) (7) , 103.22 (a)(2) and 103.37. Casinos 


are not required to file duplicative information under Code 
Section 60501. Treas . Reg. §1 . 6050 1 - 1 <d) . 

10/ See I.R.C. §4402. 
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3 . Conclusion . 

In summary, Indian tribal governments generally are treated 
the same as States for F deral tax purposep. Indian tribes, 
their subdivisions and subjects are permitted to engage in gaming 
and wagering activities on Indian tribal lands, to the extent 
permitted under State law and the IGRA. Indian tribes are 
subject to the same Federal reporting and withholding tax 
provisions as are States and their political subdivisions in 
connection with gaming or wagering operations. In addition, 
individuals and businesses conducting gaming operations on Indian 
tribal lands are subject to Federal excise taxes on most gaming 
and wagering winnings. 


Sincerely, 


Wayne M. Z611 
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Critics of gaming on Indian lands have suggested that tribal 
governmental gaming is more susceptible to penetration by 
organized crime than gaming outside Indian reservations. The 
evidence does not support the contention. Indian gaming is but 
one form of an expanding industry. "Underpinning this vast 
expansion in legalized gaming is the lottery, a relatively new, 
once controversial but now widely accepted industry of state 
government." IS "Gambling, from state-run lotteries to video 
poker machines, is popping up all over as cash-hungry states and 
municipalities look to benefit from an apparently insatiable 
public." y 

In 1988, the Congress passed and enacted into law the Indian 
Gaming Regulatory Act (IGRA) in response to some unanswered 
questions created by the U.S. Supreme Court’s landmark decision, 
California v. Cabazon Band of Mission Indians , 480 U.S. 202 
( 198? ) . Cabazon states that sovereign tribal governments could 
engage in certain forms of gaming that are merely regulated by 
the civil law of the surrounding state. The U.S. Supreme Court 
recognized the interest of the federal government in promoting 
Indian self-sufficiency, economic development and strong tribal 
governments. IGRA articulates the congressional policy in part 
to be "to provide a statutory basis for the regulation of gaming 
by an Indian tribe adequate to shield it from organized crime and 
other corrupting influences, to ensure that the Indian tribe is 
the primary beneficiary of the gaming operation, and to assure 
that gaming is conducted solely and honestly by both the opera :or 
and players;" 25 U.S.C.A. 52702(2). IGRA also established the 
National Indian Gaming Commission (NIGC or Commission) to meet 
congressional concerns and to protect Indian gaming as a means 
for generating tribal revenue. 25 U.S.C.A. 52704. 


y Walsh, Edward, "States Increasingly Betting on Gambling 
Revenue," The Washington Post , October 8, 1991, pg. A4 . 

V Hanson, Gayle, "Gambling: Playing Their Ace to Get Out of 

the Hole," Insight , June 6, 1993, pg. 8. 
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The NTGC is empowered by Congress with full investigative 
powers to interact with law enforcement officials , to obtain 
confidential information and to involve the Attorney General of 
the United States to investigate activities associated with 
Indian gaming. 25 U.S.C.A. $2716. The Commission also has a 
full range of civil penalties to include the closure of gaming 
activities found to be in contravention of IGRA and other 
applicable law. 25 CJ.S.C.A. 52713(b)(1). Tribal gaming 
activities must be pursuant to extensive regulation by tribal 
gaming ordinances and NIGC regulations. 25 U.S.C.A. $2710. NIGC 
is also charged with conducting or causing to be conducted (by 
the Federal Bureau of Investigation] such background 
investigations as are necessary. 25 U.S.C.A. 52706(b)(2). 

Each year. Gaming & Wagering Business publishes annual 
statistics on legalized gaming. Since the inception of IGRA, 
gaming on Indian lands has been included. "To some extent the 
Indian experience with IGRA is paralleling the Nevada experience 
with the Nevada Gaming Act of 1931. In both cases gaining is 
creating a commercial economy in regions that prior to 
legalization had none."! 7 Tribal gaming is but one of many legal 
forms of gaming. "Today, only Utah and Hawaii do not have some 
form of gaming. By the turn of the century, 39 states are 
expected to have legalized casino or riverboat gambling."!'' 

On March 18, 1992 the Senate Select Committee on Indian 
Affairs held one of a series of oversight hearings on the 
implementation of IGRA. The Department of Justice was 
represented by Paul L. Maloney, senior counsel for Policy, 
Criminal Division. Mr. Maloney emphatically stated that "(t]he 
perception in the media and elsewhere that Indian gaming 
operations are rife with serious criminality, does not stand up 
under close examination." He went on to testify that the 
Department of Justice is cognizant that the flow of currency 
through Indian casinos would require constant and continuous 
vigilance; however, he stated in answer to a question by the 
Committee that there were only five active investigations 
involving alleged organized crime. 


Christiansen, Eugene Martin," The 1992 Gross Annual Wager of 
the U.S. Part II: Revenue." Gaming and Wagering Business , 

August 15, 1993 - September 14, 1993, pg. 15, col. lT" 

Hanson, Insight , pg. 8. 
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A recent D.S. News & World Report article on Indian Gaming 
corroborates Mr, Maloney's testimony. "The FBI does not see a 
1 coordinated, concerted effort 1 by organized-crime families to 
raid the Indian gambling industry, says Jim Moody, Chief of the 
FBI 4 s organized-crime section."!' Moody went on to state that 
the FBI had "six ongoing investigations — one more than when 
Moody testified on Capitol Hill just a few months ago. "S'' 

"The vast majority of the 175 total Indian casinos and bingo 
halls are honest and clean. Many employ Las Vegas or Atlantic 
City pros and have vigilant in-house security teams. "I'' Many of 
the management companies that pperate Indian games are publicly 
traded and have "passed overlapping layers of government 
scrutiny. "2 / | 

The allegation that Indian gambling is more susceptible to 
organized crime, or any crime, is simply not supported by 
existing evidence. To the contrary, it would seem that Indian 
gambling is no more susceptible to penetration by criminal 
elements than other forms of state-authorized gaming. In fact, 
Nevada casino owners now operate many tribal casinos and comply 
with the same rules as are in force on casinos in New Jersey and 
Nevada . V 

In summary, we believe that the federal assets allocated to 
the Department of Justice and the NIGC are sufficient to address 
criminal intrusion into gaming on Indian lands pursuant to 
IGRA. Organized crime is not a significant concern for gaming on 
Indian lands. 


Sincerely, 




ohn/J. McDermott 


V Popkin, James, "Gambling With the Mob", U.S. News and World 
Report , August 23, 1993, pg. 31. 


6/ 

Popkin, 

U.S. News 

and 

World Report, 

pg* 31. 

7 / 

Popkin, 

U.S. News 

and 

World 

Report, 

pg. 31. 

0/ 

Popkin, 

U.S. News 

and 

World 

Report , 

pg. 31. 


V Havener, Phil, "Casino Beat", Gaming and Wagering Business , 
August 15, 1993 — September 14, 1993, pg. 6 . 
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The Ho norable John McCain 
Vice Chiir, Comatose on 
Indian Aflkifi 
United Sums taste 
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Deer Senator Jbouye tod tailor McCain: 


Tbt National Governors' Association's tnrmsJ m eeti ng m Tulsa, Oklahoma, 
provided tbt first solid opportunity fbr Governors to meet tod rtvitw tbt eurrtot 
draft proposal, lottodtd to dirtily tbt I m p h cne ow tioa of the imfiaa Gearing 
Regulatory AM of 1PM GGRAX under dUcuteoo between tbt ittet tod tribal 
negotiating teas* 

A number of Governors reviewed and discuettd tbt negotiation prootts tod tbt 
Itttce drdft propotaL Whllewi appreciate the good fthhtfibrtoo tbt ptrtofboth 
itatt aad tribal representatives, tbt Governors remain concerned tbtt tbt eurrtot 
proposed framework dote oot ad e qua t e l y tddreee tbt treat of critical ooo ct ra 
expressed by NGA oo tbt lap l eme ited oa of tbt WRA. 

As Governor Suiltao explained is tbt July 2 me e ting , our threshold lent is to 
secure deer, game specific language btfoe we can seriously ooorider a eoaeeosus 
a mn d n ac t . Os ri fiot t loo of tGRA muet provide an objective standard oo tbt 
scope of gaming, without requiring constant fltfgation relating to state pubBc 
policy. For example, under to emended IGRA, a state lottery's use of dectrede or 
video ticket dis p ens ers should not foot the state to negotiate with the tribes for 
video gaming devices. 

Alto, wide we ere torested la reducing l iti ga tor under IGRA, we lie ooooerned 
that the c un to t structure stfil encourages parties to rely on cowt reeolutoi of 
coofitas. As we have sees, these ooutt battles ere expeoMvt end alio cause 
mmecamry diction between state and tribal go v er nm ents. Furthermore, we 
believe an enModed IGRA should reaffirm the viaWhy of Se tt lemen t AMS 
currently in cflkt. 

We re main committed to resolving this important issue aad recognise that this 
government to government precise epoourtgee broader eteie*tribel relations. We 
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would like this process to continue despite the other alternatives available. 
However, we insist tbit n resolution he achieved without surrendering our 
ftcodaoemal betieft shout the application of our own state law sod the potential 
chat this issue will change the cultural landscape of a state without (ha fiiU 
p ar t i ci p ation of its citizens We recommend that the state tad tribal 
representatives meet in Albuquerque os August 23 and 24, as planned) to discuss 
our ootioeres is more detail and to consider the nan steps to this process. 

We appreciate the efforts of aD of the participant* in this nego tiat io n process and 
we lock fenvtrd to resolution of theee difficult Issues. 


Sincerely, 



Chahtnaa Tisk Force oo Indian Gaming 

Teak Force oo Indian Gaming 



o 



